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CONSERVATION f 
An Important Purpose and Value of Trusteeship 


A central purpose—and a truly inestimable value of Trustee- 
ship is CONSERVATION...protecting individuals and organi- 


zations from property loss and its costly consequences under 





the uncertainties and complexities of modern life...stabilizing 
individual security and economic progress ... helping to 


maintain our fabric of independent living and free enterprise. 


Increased use of Trusteeship will spring from the present 

nationwide interest in pension plans. An able discussion 
of the subject appeared in Fortune Magazine for Novem- 
ber, 1949. We shall be glad to send a reprint of this 
article to any bank or trust officer on request. 
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V 
A 
MR. WILLOUGHBY 
FROM EAR TO EAR CL 
At last, Mr. Willoughby has solved a problem that ment of his assets, if his family should be left alone. 
has irked him for years: how to safeguard his family’s He learned that Fidelity, as a corporate trustee, 
future! remains forever on guard, always available when TI 
It all seemed so simple, too, as Mr. Willoughby emergency arises. illust 
talked with Fidelity’s trust officers. He learned that Surely you want this kind of protection for your | lea 
by naming Fidelity as trustee of his estate, he could family. Why not talk it over... today... with one | tt 
be sure of efficient, flexible, sympathetic manage- of Fidelity’s trust officers? | 
| and 
FIDELITY-PHILADELPHIA Man; 
Trust Company histo 
t BROAD AND WALNUT STREETS, PHILADELPHIA 9 Stove 
> 4) Organized 1866 
La Member Federal Reserve System Member Federal Deposit Insurance Corporation 
~ com™ Listen to Fidelity’s "MGM Theatre of the Air’ — 4:30 Sundays, WFIL 
One of a series of new Trust advertisements appearing in Philadelphia newspapers. ? Entere 
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CORRESPONDENCE 





Combination Powers Hit 


In view of the articles which you pub- 
lished last year (Aug., 476; Sept., 573) 
on the taxability of an inter vivos re- 
stricted power of appointment when cou- 
pled with a general testamentary power 
of appointment, your readers may be in- 
terested to know that the Treasury has 
recently issued a ruling (E.T. 23) which 
substantiates the position taken by Jos- 
eph Trachtman in the later article. The 
Department holds that, if the beneficiary 
exercises the power to appoint during 
lifetime among a tax exempt group, a 
taxable gift of the entire value of the 
property appointed occurs. 


While the exercise of the limited power 
is not in itself taxable, the result is (1) 
a relinquishment of the beneficiary’s 
right to receive income from the ap- 
pointed property, which is taxable under 
Code Section 1000 (a), and (2) a re- 
lease of the power to appoint the corpus 
to anyone under the will, which is tax- 
able under Section 1000 (c). Of course, 
this ruling may be upset by, the courts 
but it would be wise to heed the cautions 
cited by Mr. Trachtman. 
Philip Allen, Esq. 
New York 


Letter from a Beneficiary 


“In your recent letter to me you call 
my attention to the fact that market ap- 
preciation has carried the common stock 
proportion of the trusts in which I have 
a beneficial interest to over 60 per cent 
of total market value, and say that should 
the market continue in a substantial rise, 
the time may come when you will wish to 
cut back toward, or ultimately even un- 
der, 60 per cent. This percentage com- 
parison as a test for determining the 
amount of a trust fund which may prop- 


‘erly be invested in common stocks has 


caused me great concern. 


“Prior to 1933, when currency was re- 
deemable in gold and investments in 
stocks were made by trustees because of 
the broader field and higher income thus 
available, the percentage test was useful 
and proper. But it seems to me this was 
fundamentally changed when the Gov- 
ernment abandoned the gold standard, 
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repudiated its promise ‘to pay its bonds 
and redeem its paper money in gold. Fed- 
eral Reserve notes state: “The United 
States of America will pay to the bearer 
on demand ten dollars.” What sort of 
money the Government will pay is not 
disclosed, but clearly it can be nothing 
other than another piece of irredeemable 
paper. 


“United States bonds, by their terms, 
are payable in irredeemable paper money. 
No bond, no matter how well secured, 
can be worth more than the money in 
which it is payable, and where that is 
flat money its value is dependent on the 
self-restraint of the government. 


“Stocks of established enterprises, on 


the other hand, must have some value 
based on tangible property and even in- 
tangible good will. A flight from the dol- 
lar is not an immediate prospect, but the 
thought that it may occur is in the minds 
of many investors. Stocks are not high 
now in comparison with earnings and 
may reasonably be expected to go higher 
before the declining value of the dollar 
receives general recognition, giving add- 
ed impetus to the acceleration. The stock- 
holder is as well off today as he was in 
1938, measured in purchasing power, but 
the bond or cash holder has lost 40 
per cent of his capital. The ownership of 
stocks still represents speculation, But so 
does ownership of bonds, cash and sav- 
ings. 





IN CHARGE OF 


TRUST 


INVESTMENTS 


. oom investment officers find here a 


satisfactory source of high-grade state 


and municipal bonds. One of the princi- 


pal underwriters of these securities, this 


bank invites your inquiries. Information 


on issues given and quick execution of 


orders assured. 


THE NORTHERN 
TRUST COMPANY 


50 SOUTH LA SALLE STREET, CHICAGO 





“In the end, if the percentage rule con- 
tinues to be applied and the dollar con- 
tinues to depreciate in value, the trusts 
in which I am interested would hold 
nothing but depreciated-money bonds. 
When we re-establish a sound monetary 
system there will be plenty of opportun- 
ity to convert stocks into bonds so that 
total investments again shall be on some 
percentage basis.” 

Alexander Lincoln, Esq. 

Boston, Mass. 


The above is a redraft of a more per- 
sonal letter which bears on a topic of 
current interest: investment formula 
control. 


LITERARY GEMS — 
GOVERNMENT STYLE 
The Congressional Record (No. 36, 
Vol. 95) contains a report by Senator 
Bridges of New Hampshire on waste 
in government expenditures, which 
lists a few of the classics issued in 
booklet form by various and sundry 
of the 133 government printing plants 
and 256 duplicating plants which aid 
the Federal printing office in turning 
out some 13 billion pieces of printed 
material each year. From among 
83,000 different booklets, the Senator 
selected such choice titles as the fol- 
lowing: 


“How to Make a Cat Trap” 
(Issued during National Cat Week, 
sponsored by the Department of 
Commerce) 

“Eliminating Bats from Buildings” 
(Which brightly concludes: 

‘The most satisfactory and only 
permanent way of obtaining free- 
dom from the bat-roost nuisance 
is to shut the bats out.’) 


“Federal Duck Stamps and Their 
Place” 


“The Cuban Frog Leg Industry” 


“Mist Netting for Birds in Japan” 
“The Care and Feeding of Squir- 
rels” 


“Estimating the Muskrat Popula- 
tion by House Count” 


and “Fleas of North America” 

(A 142 page booklet of the Depart- 
ment of Agriculture dealing with 
identification and geographical dis- 
tribution with such informative 
comments as: ‘In the United States 
fleas are serious pests of dogs, of 
cats and of poultry. Dogs may be 
greatly annoyed by fleas and, when 
attacked, spend much time gnaw- 
ing at their affected parts. The 
most frequently affected part is the 
back, near the root of the tail.’ 
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EDITORIAL... 


Trend from Socialism 


SIGNIFICANCE OF BRITISH ELECTIONS 


AVING tasted the fruits of Socialism under a govern- 
H ment pledged to nationalize industry and therefore to 
regulate labor conditions and prices, the people of Great 
Britain reversed this trend in the February elections. In 
this they followed the lead of New Zealand and Australia. 
on the other side of the world. The significance to the 
United States of America. in between. will doubtless be 
felt in our own elections and probably before that in 
present Administration policy statements. if not practices. 
Socialism can be stopped. 

What seems still to escape many American voters is the 
fact that the most progressive Labor government is the 
one that most effectively encourages the development of 
business. which employs labor and supports the honest- 
money market for agriculture and trade. But the disillusion- 
ment of Britons with the results of nationalized industry 
cannot fail to make an impression. As Bobbie Burns might 
say: “The best laid schemes 0° political mice and egotistic 
men gang aft a-gley.” 

But before leaning back in self-satisfaction. the financial 
and industrial leaders of this country have a big job to do 
go to such 
lengths before learning our lesson. It is not easy to make 
people realize that the Welfare State. like the Socialistic. 
has to be paid for, that Santa Claus can come to our house 


if we are to be spared the necessity of having to 


on Christmas only because he works the rest of the year. The 
job of informing people of the simple economic facts of 
life is the Job of the Year, lest the seductive» power of 
“free” services and benefits lead the voter and worker un- 
consciously to the Socialist State which is its inevitable end. 

Although the British, like the Commonwealth. elections 
halted the march of industrial nationalization, and supposed- 
ly rebuked the economic planners, there was a notable lack 
of retrenchment in existing benevolences. As the New York 
Herald-Tribune remarked: “It reflects doubts and fears of 
Socialism becoming quite as vivid as the satisfactions of 
welfare.” There is apparently a popular hope that, having 
eaten half the cake. we can still keep the whole. 

It is extremely doubtful if any political party in the 
United States can do much differently, unless more people 
are made aware of the price-tag on Welfarism, and the divi- 
dends possible under an incentive system for enterprise. We 
have already eaten part of the cake that belonged to those 
who built up our productive capital, by rationing their rate 
of interest, bargaining down a proportionate increase in 
their rate of dividends, taxing away their capital formation. 
and then depreciating the value of the remaining dollars. 


Elections don’t wipe out ideas—only education or catas- 
trophe can do that. We have gained time to make our choice. 
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Five and Dime Monopolies 


EDERAL suits under the “anti-trust” laws have brought 

out data which are suggestive but often inconclusive. 
Telephone service. automobile and aluminum manufacture 
are best-known examples of concentration, a natural conse- 
quence of the enormous capital required to provide facilities 
or mass production techniques necessary to low consumer 
cost. That the public interest in efficiency transcends the 
political interest in trust-busting seems indicated in the 
AXP case. 

A further analysis shows with startling clarity that the 
position of prominence held by most large companies is the 
result of popular choice, as indicated by their purchases 
in a free market. where similar products of many smaller 
companies are also available. For instance, taking a list of 
industries in which more than 75‘ of output comes from 
the four largest companies, we find that there are 35 firms 
making electric lamps (generally a 10c to 50c item) but 
people buy nearly 92‘. of their needs from the top four 
companies, 


Almost any tobacconist can turn out cigarettes, but the 
popular preference of 90°° of the buyers of this 20c item 
is for the brands of the four leaders. The nickel or dime 
bar of soap could be bought from over 200 companies, ‘but 
79‘. of the buyers cast their purchasing-ballot for the 
products of four of these concerns. So it is with glassware. 
rubber footwear, phonograph records, cereals and a host of 
other items where the elections of the free market-place 
choose, from many candidates, those which are most popu- 
lar-—the operation of Democracy in Business. 
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1949 National Income 
Near Record High 


National income for 1949. reached a 
total of about $210 billion, only $2 
billion under the record 1948, as a re- 
sult of an exceptionally good December, 
according to a recent Department of 
Commerce report. This was 
realized in spite of a drop of some $4.7 
billion in farm income. December, 1949, 
registered national income at an annual 
rate of $211.5 billion, putting it $2 
billion ahead of November. Non-agri- 
cultural income for the year was $191.4 
billion as compared with $188.8 for 
1948. while farm income dropped from 
$23.1 1948 to $18.4 billion 
last year. 


income 


billion in 


Figures made public at the same time 
by the Bureau of Census showed that 
distribution of 1948’s income among 
the 38,500,000 families gave 
26,500.000 annual incomes of between 
$1.000 and $5,000, 6.900,000 families 
from $5,000 to $10,000, and 1,100,000 
over $10,000. Family incomes in that 
year were at an average of $3,200 the 
highest in history. Median income of 
the 34.800,000 families headed by men 
was $3,300 as compared with $2,100 for 
the 3.700.000 families headed by 
men (the majority of whom were wi- 


nation’s 


wo- 


dows r. 


Common Funds $52 Million 


trust New York 
now exceed $52,000,000. according to 


Common funds in 


Baldwin Maull. vice president of Marine 
Midland Trust Co. of New York. first 
in the state to establish such a fund. 


Speaking before the Conference on 
Management of Trust Funds at the 


March 3rd meeting of the National Fed- 
eration of Financial Analysts Societies. 
Mr. Maull expressed the hope that the 
$50,000 limitation on individual parti- 
cipations in common trust funds would 
be doubled by the Reserve 
Board. 


Federal 


Bascom H. Torrance, vice president 
of City Bank Farmers Trust Co., New 
York, reviewed the consequences of the 
legal list as revealed by his committee’s 
study which has led to introduction of 
a bill. reported elsewhere on this page, 
to permit partial investment of trust 
funds in common stocks. 


Hazen H. Ayer, president of Stand- 
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NEWS PARAGRAPHS... 


ish, Ayer & McKay, Inc., Boston, pre- 
sented the view that, within the limits of 
the law and the instrument, trustees 
should attempt to preserve the purchas- 
ing power of the funds entrusted to 
their management, through careful se- 
lection of common stocks. He pointed 
out, however, that stocks are not neces- 
sarily an inflation hedge, citing the 
British experience which reveals that 
industrial stock prices in London have 
declined in value about 10% since 
August 1945 although the pound has 
been sharply devalued and the whole- 
sale price level has advanced 40‘. 


A AA 
Partial Prudent Rule for 
New York 
Bills have been introduced in the 


New York Legislature to permit trus- 
tees to invest under the prudent man 
rule up to individual trust 
funds, heretofore limited to bonds on 
the legal list. These measures, sponsored 
by Trust Division of the State Bankers 
Association and approved in purpose 
by the State Banking Department and 
Surrogates Association, the 
growth of four years’ study by a Divi- 
sion committee headed by Bascom H. 


35% of 


are out- 


Torrance, vice president of the City 
Bank Farmers Trust Co. (See February 
issue. p. 87). The proposed proportion 
for discretionary investment parallels 
the percentage —34.9', —of 
stocks in discretionary trusts recently 


common 


surveved, 
\ \ \ 
Fund in D. C. 


American Security 


First Common 

On February 28, 
and Trust Co. established a discretion- 
ary common trust fund, under authority 
of District of Columbia law and _ in 
conformity with rules and regulations 
of the Board of Governors of the Fed- 
eral Reserve System. This is the first 
such fund to be set up in the District. 


A AA 


To Lead A. I. B. Trust 
Conference 


S. J. Kryzsko, president and senior 
trust officer of the Winona (Minn.) Na- 
tional & Savings Bank, has been named 
leader of the Trust Business and Invest- 
ments Conference to be held during the 
American Institute of Banking’s Golden 
Anniversary Convention in Minneapolis 
during the week of June 11th. 


Trust Assets Up in Two States 


Continuing an unbroken record of in. 
recent years, trust funds 
administered by state banks and trust 
companies in Massachusetts and Penn. 
sylvania rose about 14%‘ during 1949, 
according to refigures released by the 
respective state banking departments, 
In Pennsylvania, the total advanced 
$51,933,416 to $3,243,747,206. Corpo. 
rate trusts there showed a gain. up 


$201,221,180 to $3,440,212,492. 


In the Bay State, the 1949 year-end 
figure was $1,452.514,000, compared 
with $1,431,406 for the previous year. 
The percentage diversification of invest- 
these accounts remained al- 
most constant, with stocks advancing 
less than 1‘< to 50.58°°, while bonds 
slipped almost imperceptably to 41.92% 


creases in 


ments in 


of total assets, 


Estate Planning and 
Practice of Law 


Certain lay persons are __ illegally 
practicing law under the guise of 
“estate planning” and “investment 


counselling.” according to a statement 
issued last month by the National Con- 
ference of Lawyers and Life Under- 
writers. Discussing complaints at a 
meeting held on February 9, the con- 
ference pointed out the danger to the 
public where non-lawyers seek to give 
legal advice or prepare legal documents. 
and re-emphasized the following see- 
the Statement of 
Life Underwriters 
and Lawyers. adopted in 1948 by the 


tion contained = in 


Principles between 


national associations of the two groups: 


insurance has 


life 


problem by 


“The acquisition of 
complex 
increasing relation to plans of testamen- 
tary disposition, wills living trusts, 
to partnerships and close corporation con- 
tracts, and to problems of taxation. The 
solution of such problems requires a man 
to make far-reaching decisions. These de- 
upon the happening 
of death, become irrevocable. The Amerti- 
can public should, therefore, receive not 
only expert insurance service and disinter- 
ested advice, but also skilled and disinter- 


become a 


and 


cisions often are, or, 


ested legal guidance and advice when 
necessary; both are often required in 


problems arising out of negotiation for 
and use of life insurance, and when this 
is the case, the simultaneous and harmon- 
ious attention of a representative of each 
profession in solving the problems of the 
same client will provide the safest and 


most efficient service.” 


(Additional news items 


appear on page 197) 
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You we Kine Gi. 


Your Money Alone | 


THOMAS C. DESMOND 


New York State Senator; 


Chairman, New York State Joint Legislative Committee on Problems of the Aging 


OU have seen them; once they 

were dynamic executives or vigor- 
ous professional men; now, they aim- 
lessly putter about the garden or gloom- 
ily rock themselves on some hotel porch 
in a futile effort to find peace of mind 
in retirement. Many succumb. The doc- 
certificate may read 
thrombosis” or “cardiac failure” but the 


lor’s “coronary 
physician knows the real cause is “re- 
tirement shock,” inability to adjust 
oneself to retirement. 


They are the victims of the myth that 
all one needs for successful retirement 
is ample annuities. a bulging investment 
portfolio, or an adequate pension. I'i- 
nancial preparation for retirement. an 
expression of high resolution and char- 
acter, is the foundation on which a re- 
tirement structure must be built; but it 
is only one part of a livable edifice. 


Physicians today warn us to erase 
from our minds the phantasy of retire- 
ment as the The Grand 
Loaf. Activity is a biologic duty. It is 
violation of this fundamental 
that makes retirement, as currently en- 


visaged by many people, as dangerous 


period of 


precept 


as toying with a_ high-voltage wire. 


Functions and living tissues that are not 





Two of the world’s greatest living con- 
ductors, Arturo Toscanini and Serge 
Koussevitzky, are 82 and 74 respectively. 
Verdi wrote his greatest opera “Otello” 
when he was 74, and “Falstaff” when he 
was 80. Between the ages of 70 and 83, 


Commodore Vanderbilt added about 


$100,000,000 to his fortune. Titian, at 98, 
painted his masterpiece of the “Battle of 
Lepanto.” Kant, at 74, wrote his “Anthro- 


pology.” “Metaphysics of Ethics.” and 
“Strife of the Faculties.” Bernard Baruch, 
at 76, represented the country on the 
Atomic Energy Commission. Root re- 
vamped the setup of the World Court at 
84. Edison designed, built and operated 
chemical plants after he was 67. 


“Need 65 Be Time to Re- 


Management Review. 


Excerpt from 
tire?” in The 





used decline and atrophy. Nature tends 


to eliminate those which have relin- 


quished their functional usefulness. 


Dr. Edward J. Steiglitz of Washing- 
D. C., one of the world’s leading 
specialists dealing with the aged. points 


ton. 


out that while we cannot halt deterior- 
ation or aging of muscular and nervous 
systems, its speed can be altered: aging 
can be hastened or slowed down. Inac- 
tivity speeds up degeneration. 

Dr. Theodore G. Klumpp. president 
of the Winthrop Chemical Co., says. 
“Any biological organism that has been 


Painting and handicrafts make excellent hobbies for the aging. 
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aceustomed to a set routine for 40 or 
50 vears can't suddenly be shaken from 
its orbit without untoward consequences, 
Dr. Lydia G. Giberson of the Metropoli- 
tan Life Insurance Company speaks of 
the “lethal” cessation of activity. 


Famed physiologist A. J. Carlson of 
the University of Chicago and the late 
Dr. Alexis Carrel, one of the greatest 
scientists of our era, have both warned 
against the “rocking chair” phantasy. 
“When we are in idle retirement,” says 
Dr. 


biological parasitism and degeneration 


Carlson, “we are contributing to 


of human society as well as wasting 
Dr. Carrel 
pointed out that leisure is even more 
for the 
voung, that inaction impoverishes the 


valuable human resources.” 


dangerous for the old than 


content of time. “To those whose forces 
are declining appropriate work should 
be given, but not rest.” he advised. 


Psychiatrists warn that idle retirement 
is likely to aggravate our personality 
defects, to evoke deep irritations, and 
make us childish and petulant to such 
an extent as to transform a fine citizen 
into a liability. Retirement unwisely 
planned tends to bring forth weaknesses 
of childhood that have been consciously 
or unconsciously repressed through an 
active life. The mental experts find that 
the man who wishes to “rest” or “live 
the life of Reilly” is either indulging in 
a phantasy or is simply running away 
from life. due to past failures, inade- 


quately rewarded. 

Our mental hospitals are flooded with 
elderly who are not insane but simply 
childish or de 
pressed, senile largely because they per 
mitted their minds to rust away. 


The Best 


Science therefore calls for viewing re 
tirement in a new light, in which it must 


confused, harmlessly 


Rule to Follow 


he: 
(a) fitted to the individual’s needs, 


(b) in which activity must not cease, 
and 
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(c) in which it must be conceived 
not as a “drawing back,” but 
rather as a new turn in life’s 
road, filled with new challenges, 
new opportunities. 


When Should You Retire? Since some 
of us are old at 45, while others are 
young at 80, no general rule can be 
given as to when we should retire. Since 
one’s chronological age is unimportant 
compared with one’s physiological or 
New York State Health 
Commissioner Herman E. Hilleboe says, 
“a fixed age for retirement is absurd.” 


mental age, 


The best rule to follow is to retire 
when you can afford to, want to. or have 
to, due to inability to continue, and 
then be certain you don’t merely vege- 
tate but retire to something. 


Examples of Successful 
Retirement 


We can learn much from those who 
have retired When Dr. 
Frank P. New York 


State Commissioner of Education, noted 


successfully . 
Graves. former 
educator and holder of 40 honorary de- 
grees, retired, he decided to go back 
to school and become a lawyer, some- 
thing he had always wanted to be. In 
his 80s, Dr. Graves found a new. satis- 
fying career. Mr. Bernard Baruch has 
found in retirement a busy, vital, rich 
career advising governments and _ stim- 
ulating much needed health research. 
Freed of administrative details and re- 
sponsibilities, three of General Electric 
Company's top scientists, Drs. Willis R. 
Whitney, 82; Irving Langmuir. 67; and 
William D. Coolidge, 76, all officially 
“retired” from the company. have re- 
turned to their laboratories to find new 
challenges and_ satisfactions in’ work- 
ing. perhaps at a more leisurely pace 
than previously. in the new fields of 
radar, and atomic 


television energy. 


A father conveys his skills to his son 


Marcu 1950 . 


Note that all these men are useful and 
needed. 


Synthesizing the findings of science 
with the personal experiences of the 
successfully retired, there are five basic 
principles for making retirement a gold- 
en era of satisfaction and happiness: 


1. Start planning the non-fiscal as- 
pects of retirement when you initi- 
ate your fiscal program for retire- 
ment. Begin in your 30s and 40s 
to work on your plan. 

2. Don’t working 
slow down gradually. 


stop abruptly: 

3. Make useful activity the core of 
your retirement plans. 

1. Develop now an interest outside 
vour business or profession that 
you can ride as a hobby when you 
retire. 


wi 


Devote part of your retirement to 
civic or charitable service. 


of the 
life 


Successful retirement is 


difficult 


one 


most achievements of a 


SENATOR 
Tuomas C. DESMOND 





‘ime, as hard as the climb to the top in 
business or finance or law. It requires 
careful thought. Too many persons be- 
gin in their 30s and 40s to invest in 
annuities or to build up investments for 
retirement, but neglect until the day they 
retire planning what they are going to 
do with their retirement years. Allow 
yourself at least 10 years, if possible, to 
develop and test your plan. 


Don’t Stop — Slow Down 


Above all, don’t stop working until 


other interests are ready to absorb 


and keep alive your mental energies. 
This slowing down process may consist 


- of easing off the number of hours you 


work at the office; taking longer or more 
frequent vacations; gradually shifting 
responsibilities to younger associates: or 
cutting down on activities that drain 
your energies, such as business travel- 
ling. sales promotion work, supervision 
of personnel. This slow-down will also 
enable you to give your program a pre- 
retirement trial. 

The core of successful retirement is 
useful activity. But what 
“useful” activity? Again. the answer 


constitutes 


‘writing, 


tse hot 
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G. B. S. has continued to work long after 
most have quit. 


depends on the individual. A_ retired 
sales manager found that operating a 
small gift shop was useful, pleasurable, 
and kept him sufficiently active to suit 
his needs. Another retired “big busi- 
ness” executive organized a small wood- 
working plant in his garage to produce 
hand carved trays that sell successfully 
by mail. This man had always been an 
organizer and reveled in his ability to 
weld together a small organization that 
makes a profit without much effort on 
his part. A third “retiree” when advised 
at age 82 by his physician to “take 
things easy.” moved his real estate busi- 
ness from his office to his home. where 
he still works at it part-time. These 
men are all still productive and the 
years sit lightly on their shoulders. 


And Get a Hobby-Horse 


All of us, to grow old gracefully, need 
to develop—as early as we can—inter- 
ests outside of business. Age is no ex- 
Dr. Noland D. C. 
psychiatrist, points out that a man of 
65 can learn more easily than a boy of 
12. If you don’t like to play golf, skip 
it. If you despise gardening. avoid it. 
But keep an open mind about hobbies. 


cuse. Lewis. noted 


In retirement you need leisure time ac- 
tivity to supplement your useful work. 

Many a businessman who sneered at 
such activities as painting, photography, 
sculpturing or carving 
found such hobbies a “blue chip” in- 
vestment for contentment in retirement. 
In many communities you will find 
handicraft schools or Y.M.C.A. hobby 
clubs where businessmen are preparing 
for their retirement. 


has 


One of the basic emotional needs for 
successful retirement is to feel needed. 








And certainly one field in which our 
senior citizens—men and women—are 
needed is that of civic and charitable 
work in every community. Many of 
our philanthropic and educational or- 
ganizations are staffed by well-meaning 
amateur administrators; they need help 
in modernizing their work, they need 
counsel. Some agencies need investment 
counsel; others need aid in giving finan- 
cial counselling to families in trouble. 
Many need help in soliciting funds from 
industry and financial organizations. 


Our health associations, family wel- 
fare agencies, local groups combatting 
juvenile delinquency, the Red Cross, the 
Boy Scouts of America, and church or- 
ganizations, urgently need part-time vol- 
unteer aid that our retired executives 
and professional people can give. We 
need more businessmen of ability on 
our boards of education, on our hospital 
boards of directors. Work with such 
groups will be enormously rewarding. 
absorbing and useful. It will give zest 
to your retirement years. 


Selling the American System 


Many of our businessmen earn their 
livelihood selling products, services or 
ideas. In retirement they can use their 





talents to render a patriotic service of 
utmost importance by “selling” the 
people of their respective communities 
on the American system and _ the 
achievements of American initiative; on 
the role of capital in producing new 
standards of living; and on the simple 
economic facts of American life. Many 
retired American businessmen will find 
this role of “salesman emeritus” to be 
enormously satisfying and challenging. 
And it is a job that needs to be done. 


Underlying the activity program for 
retirement years there must be a solid 
bedrock of financial security. This is 
needed to make the retirement program 
feasible, to erase the possibility of finan- 
cial stress and to provide an emotional 
stability that stems from the knowledge 
that the later years are provided for. 
One who is not a financial expert should 
consult one of the host of experienced 
fiscal advisers, such as trust officers, 
who are skilled in portfolio planning 
for retirement. The stakes are too high 
to depend on amateur counsel, tips from 
well-meaning friends, or intuition. Re- 
tirement can be an era of achievement 
as well as calm, of usefulness as well 


as restfulness, which will keep one 


youthful in spirit. 


CALIFORNIA-WIDE 
TRUST SERVICE 


Experienced personnel in fully-equipped trust departments of 
Bank of America offer you California’s most complete trust service. 


Branches are located at strategic points throughout the state. 


If you would avoid the boredom of 
unplanned retirement, the restlessness 
of useless activity in your later years, 
the dulling of mental powers in idle 
leisure, start now to avoid the hazards 
of the mental “bends” that come with 
sudden, unplanned retirement. 


A A A 


Aged Population Increasing 


The ratio of people aged 65 and over 
to those under that age has been in- 
creasing for many years and the rise 
will continue according to medical and 
census studies. In 1920 the ratio was |] 
aged person to 20 younger. Today the 
ratio is 1 to 12 and in 25 years it is 
expected to be | to 8. By 1975 it is 
expected there will be. for each aged 
person, only a little more than 5 of 
working age. 

Thirty years ago slightly more than 
8‘« of voting age population were over 
65. Today they constitute 12% and this 
will go to 16‘ by 1975. When the old 
age program became a Federal govern- 
ment concern, persons drawing old-age 
relief numbered under 1 million; To- 
day there are more than two and a half 
times that number but the bill has in- 
creased nearly ten-fold. 
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h eustodian account 


in New York... 


‘The deposit of securities in a New York Custodian 
p Account is a practical convenience which can often 
0 prove of benefit to your customers. 

When such a step appears advisable, the Irving 
Trust Company is well equipped to act as Custodian ... 
can provide. as well, any other correspondent fiduciary 


or banking service which is needed. 
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Making the Most of Deduction for 


Property Previously Taxed | 


JOSEPH TRACHTMAN 


Member of the New York Bar: New York Legal Editor of Trusts and Estates 


ROPERTY received by the dece- 

dent from his or her spouse is no 
longer eligible for the property previ- 
ously taxed (p.p.t.) deduction in the 
estate of the surviving spouse even 
though no marital deduction was had in 
the first estate. This is so if the prior 
decedent died after December 31, 1947, 
and was at the date of his or her death 
the spouse of the second decedent. It 
is true as to property received by inter 
vivos gift, if the gift was made after 
April 2, 1948, and the donor and the 
donee were married at the date of the 
gift. 

LR.C. $812(c)- still p-p.t. 
deduction in respect of property that 
was included in the gross estate of one 
other than the decedent’s spouse, if 
the prior decedent died within five 
years prior to the death of the second 
decedent; and in respect of property 
that was transferred to the decedent by 
taxable gift by someone other than the 
decedent's within five 
prior to the death of the decedent. 


But if the p.p.t. deduction is so 
claimed in respect of that 
passed by inter vivos gift to the de- 


allows a 


spouse, years 


property 


cedent, and the donor and the donor’s 
spouse elected to split the gift for gift 
tax purposes, then in computing the 
p.p.t. deduction allowable to the donee’s 
estate, one-half of the gift is treated as 
one-half 


received from the donor and 


from the donor’s spouse. 

If, as a result of such splitting. one 
spouse paid no tax on the one-half at- 
tributed to him or her, because of the 
availability of the $30,000 exemption 
(the other spouse having previously ex- 
hausted his or her exemption), no p.p.t. 
deduction will be allowable in the 
donee’s estate in respect of this half, 
inasmuch as the deduction is allowable 
only if gift tax was paid on the gift. 

The p.p.t. must be identified as hav- 
ing been received from the prior dece- 
dent, or from a donor, within five years, 
or as having been acquired in exchange 
therefor; and the burden of establishing 
such identity is upon the taxpayer. 
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The 1949 edition of Mr. Trachtman’s 
monograph on “Estate Planning,” pub- 
lished by the Practising Law Institute, 
New York, was considered by many au- 
thorities as the best general exposition of 
estate planning as affected by the Revenue 
Act of 1948. The exhaustion of the ten 
thousand copies of the 1949 Edition made 
a new edition necessary. This article is a 
reprint of the expanded material in the 
1950 Edition, relating to property pre- 
viously taxed. The 1950 Edition also con- 
tains new material discussing the effects of 
the remedial legislation that followed the 
Church and Spiegel cases, as well as a 
number of minor changes and additions. 


Beneficiaries should be advised to seg- 
regate p.p.t. so far as practicable for a 
period of five years. This may be done 
by maintaining detailed records and 
special bank and security accounts. It 
may also be done by placing the p.p.t. 
in an inter vivos trust: there may be 
certain other advantages from the latter 
procedure which are discussed below. 


Reduction of Deduction 


The deduction for p.p.t. is (i) the 
value of such property in the first estate 
or at the time of the taxable gift, or 
the the 
whichever is There 
limitations on the amount allowable for 


(ii) value in second estate. 


lesser. are other 
the deduction. There would be a “double 
deduction” in respect of p.p.t. if such 
property received the full benefit of the 
specific exemption, the charitable and 
marital deductions, and the deductions 
for funeral and administration 


expenses, and also received the benefit 


debts. 


of an undiminished deduction for p.p.t. 

To “double deduction” 
the Code provides for the allowance of 
only a part of the sum that otherwise 
would be the allowable deduction for 
p.p.t. This is done by arbitrarily attri- 
buting to the p.p.t. a proportion of the 
total of the specific exemption. the 
marital and charitable deductions, and 
“general claims” deductible under §812- 
(b). It was not easy to phrase the pro- 
visions for such reduction of the p.p.t. 
deduction, and by the Revenue Act of 
1942 they became even more complex. 


avoid such 





From the sum that otherwise would be 
the deduction for p.p.t. there must be 
subtracted a sum that bears the same 
ratio to the total of the specific ex- 
emption and the other deductions de- 
scribed above, that the p.p.t. which is 
subject to general claims bears to the 
property in the gross estate which is 
subject to general claims. 

Thus. if the p.p.t. which is subject 
to general claims is one-fourth of the 
property in the gross estate which is 
subject to general claims. there must 
the amount 
allowable as 


which 
would the 
p.p.t. deduction, one-fourth of the sum 
which is the total of (i) the specific 
exemption and (ii) all the other dedue- 


be subtracted from 
otherwise be 


tions above described. The instructions 
and examples on the back of Schedule 
| of the Federal estate tax return show 
how the reduction of the p.p.t. deduction 
is accomplished in most situations. 


Obtaining Full Advantage 
There is one aspect of these wretched- 
ly complicated provisions that is not 
the 
wholly not subject to general claims. 


always recognized: If p.p.t. is 
the above described reduction of the 
p.p.t. deduction does not occur. Unless 
a practitioner is aware of this, he may 
advise against disposing of p.p.t. in 
such manner as to exempt it from gen- 
eral claims, fearing that so doing would 
diminish the deduction — for 
p.p.t. It may be advantageous, however. 
to free the p.p.t. from general claims, 
and so make certain that the maximum 
amount of the p.p.t. deduction will be 
available. 


possible 


‘The following example _ illustrates 
the foregoing suggestion: Assume 4 


gross estate of $500,000 consisting of 
$400,000, which passes by the will. and 
p.p.t. worth $100,000, having the same 
value in the prior estate, which passes 
by way of an inter vivos trust the 
corpus of which is includible in_ the 
gross estate. In addition to the specific 
exemption of $100,000 and a charitable 
deduction of $5,000, the estate tax re- 
turn shows $50,000 for debts, funeral 
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and administration expenses which are 
“general claims” (total $155,000). Un- 
der the applicable local law the corpus 
of the inter vivos trust is exempt from 
the payment of the debts, funeral and 
administration and 
items are payable exclusively out of 
the testamentary assets. 


expenses, these 


On the foregoing assumptions, the 
p.p.t. deduction would be undiminished. 
This is the $100,000 has to 
be reduced by a sum that is a fraction 
of $155,000. The the 
governing fraction is the value of the 


because 
numerator of 
p.p-t. which is subject to general claims, 


the value of the 
property in the gross estate which is 


the denominator is 


subject to general claims. If none of 
the p.p.t. is subject to general claims, 
the numerator of the governing frac- 
tion is zero. Therefore, there would be 
no diminution of the $100,000. 
\ssuming that the p.p.t. is wholly 
subject to general claims, the numera- 
tor of the governing fraction would be 


$100,000. the denominator would be 
$500,000, and therefore one-fifth of 
$155.000, or $31.000. would have to 
be subtracted from the $100,000. 


whereupon the p.p.t. deduction would 
he reduced to $69,000. 


Advantage of Inter Vivos Trust 


It would seem, therefore, that it is 
not only essential to segregate the p.p.t. 
for easy identification, but desirable to 
make certain that the p.p.t. is includible 
in the gross estate in such manner as 
not to be subject to general claims. 
This can be accomplished by placing 
the p.p.t. in an trust. if 
the the 
corpus of such trust is exempt from gen- 


inter vivos 


under applicable local law 
eral claims.' 

If the inter vivos trust is irrevocable. 
and the settlor reserved the income for 
his life, remainder to others. (with no 
power in the settlor to appoint). the 
corpus of the trust would not be sub- 
Even if the 


settlor reserved the power of revocation, 


ject to general claims. 
creditors could not reach the corpus in 
the absence of statutes otherwise pro- 
viding (3 Scott. Trusts, Sec. 330.12). 
Typical of the statutes which do pro- 
tect creditors is New York Real Prop- 
erty Law, Sec. 145. 


Where the corpus of an absolutely 


Whether property which is in the denominator 
of the governing fraction is or is not subject to 
general claims will also affect the result. See Estate 
of Emma H. Emanuel, 9 T. C. 779 (1947) involv- 
ing tentative savings bank trusts, which were held 
to be subject to general claims, though other assets, 
which were primarily subject to general claims, 
were sufficient. 
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revocable trust is subject to general 
claims, it may be possible (depending 
on what is the applicable property law) 
to achieve exemption from general 
claims on the death of the settlor with- 
in the five year period—(1) by making 
the trust irrevocable for five years. and 
thereafter fully revocable; or (2) by 
making it revocable during the five 
year period only with the consent of 
persons adversely interested. 

If it is to be apprehended that a per- 
son who has recently received p.p.t. is 
in danger of dying very soon, the p.p.t. 
could be exempted from general claims 
by making an absolute outright gift of 
the p.p.t. “in contemplation of death.” 
In this situation, if gift tax is payable 
and the donor dies before the due date 
of the gift tax, so that the gift tax is 
payable by the donor’s executor. the 
amount of the gift tax is not only a 
credit against estate tax. but is also 
deductible as a “debt” of the deceased 
donor. 


Obtaining Marital and P.P.T. 
Deductions 


Although property that was received 
by the decedent from his or her spouse 
is no longer eligible for the p.p.t. de- 
duction, p.p.t. that was received by the 
decedent from a person other than the 
decedents’ spouse is eligible for the 
marital deduction. If it. is feasible for 
a spouse who has p.p.t. to free it from 
general claims, a full p.p.t. deduction 
plus the maximum marital deduction 
may be obtained. Assume that a wife. 
who received a legacy under the will 
of her brother, assigns the amount of 
the legacy to the trustee of an inter 
vivos trust, the corpus of which is in- 
cludible in her gross estate but which 
is free from general claims. Assume 
further that she dies within five years 
after the death of her brother, being 
survived by her husband, for whom she 
has made provisions that produce the 
maximum marital deduction. In such 
case the wife’s estate would receive an 
undiminished deduction for p.p.t. and 
the maximum marital deduction. 

This result does not depend upon 
marshalling of assets—both the marital 
deduction and the p.p.t. deduction can 
be had in respect of the same property., 
In the foregoing example the inter vivos 
trust could be made to qualify for the 
marital deduction and receive the bene- 
fit of both deductions. If, however, the 
p.p.t. is not wholly free from general 
claims, the amount of the p.p.t. must 
be reduced as above indicated, to elim- 
inate double deductions. 
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THIS WAY TO ECONOMIC LITERACY 


BANKER COOPERATION TO STEM SOCIALISM 


HY do people all over the world 

reject businessmen, who have a 
fine record of raising the standard of 
living through voluntary action inspired 
by the incentive to save and to compete? 
Why do so many choose, instead, the 
government planners—with their prom- 
ises of security and plenty but with 
their history of skimming off for state 
purposes everything above a bare sub- 
sistence standard of living. 


We have been looking right at this 
new kind of robber barons always 
cloaked in the mantle of the common 
man. But their objective is power—and 
power direct rather than through 
money. Their methods are therefore 
political and not commercial. 


Businessmen, unthinkingly devoting 
themselves purely to the commercial 
pursuits, have in country after country 
been gradually weakened and then dis- 
placed. Along with their displacement 
went freedom and any hope of human 
dignity, plenty, and the good life. 

Pitifully few businessmen had _ the 
alertness to know when they were push- 
ed into the political arena, or the cour- 
age to go about correcting misinforma- 
tion and teaching sound economics. 
Businessmen are bold and imaginative 
before commercial competitors. We are 
cowardly and silent in public when con- 
fronted with union and other economic 
and political doctrines contrary to our 
beliefs. 

A distinguished professor recently 
told me that he was beginning to be- 
lieve that the missing ingredient in the 
businessman’s emplovee relations, com- 
munity relations, and public relations 
is summed up in the one word “politics” 

-in other words, the insistence by citi- 
zens on the mastery of sound economics 
by themselves and then on sound eco- 
nomic teaching and practices by their 
representatives in government, in un- 
ions. even in education and the clergy. 
as well as in business. 

Our real danger is that. while we are 
death of 


scared to communism. too 


From address before Illinois Bankers Association, 
January, 1950. 
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L. R. BOULWARE 


Vice President. General Electric Co. 


many of us seemingly haven’t even come 
to fear socialism at all. In the long 
run the government can give them only 
what it takes out of their pockets, less 
“operating expenses. 

Socialism is just communism a little 
less brutal, a little more gentlemanly, 
and in not so much of a hurry. Our 
great problem in this country—and the 
world—is to learn the economic falla- 
cies of the whole socialist theory . 
and then to act accordingly to keep 
people from being fooled and pauper- 
ized and enslaved. 


We have just got to remove this 
economic _ illiteracy among us 
businessmen first, and then from among 
our employees and their families and 
neighbors, as well as from among the 
representatives of all of us in govern- 
ment, in unions, in education, in the 
clergy. and elsewhere. Too many of us 
have a hard time doing anything but 
“sputter” when trying to debate or 
even explain the economically and so- 
cially useful functions of capital. 


from 


What we really have to do is just 
exactly as we do when we encounter any 
other dishonest 
with an unsound product or service try- 
ing to compete for our good customer’s 


unfair or salesman 


favor. 

We take a good look at our product 
or service, make very, very certain 
again that it’s right in function and 
price to suit the current needs or wishes 
of our customers. We then go out to 
show our wares, ask the right price and 
proceed to sell the daylights out of the 
something-for-nothing boys. 

(Mr. Boulware outlined the program 
of economic education, now in its third 
year, starting with self-analysis of 
working conditions and managerial at- 
titudes and relationships, because “to 
keep from failing as commercial leaders 
we must first become deserved successes 
as human leaders.” Study of economics 
by top management was found essential 
to effective informative activities with 
company employees and their neighbors 
and other community leadership. Find- 
ing that city-wide economics courses 


were one of the best interest starters. 
General Electric is sponsoring discus- 
sion-instruction with groups of from 
200 to 700 local leaders and preparing 
a “short-course” economic textbook so 
that the “students’ may become “teach- 
ers.” ) 


We have been encouraged with esti- 
mates that a substantial portion of the 
adult public could get importantly cor- 
rective economic information in even a 
matter of months rather than 

There are many difficulties as to 
courses and leaders but that ought not 
to stand in the way. We ourselves are 
struggling with different ap- 
proaches to the problem, and I'll be 
glad to submit our ideas in detail to 
anyone who will write me in New York. 


years. 


several 


But this is no job for one company 
or for the employers and other good 
citizens in a few communities. So. we 
are at the same time trying to persuade 
other employers—and other good citi- 
zens, including especially bankers—in 
the same communities, to engage priv- 
ately and publicly in adult economic 
education, and to concentrate on—not 
avoid—the controversial issues. We are 
urging that these efforts be not one-shot 
affairs but a way of life. 


Educators certainly should—and an 
encouraging number are beginning to 
—examine the 
some of the fallacious economic theor- 
ies that have been too often sponsored 
in our schools and colleges. There are 


simple arithmetic of 


plenty of others who have their particu: 
lar jobs to do by reason of the very 
nature of their influences and contacts 
and, therefore, of their opportunities to 
do what they should in the joint best 
interests of customers. workers. savers. 
and public. 

But bankers have probably the tough- 
est job of all 
thing really done about people properly 


which is to get some- 


understanding money. The thing that 
makes so great a portion of the public 
so’ vulnerable to demogogic claims is 
this widespread ignorance of money's 


(Continued on page 198) 
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More Homes* Can Be Served With 
NATURAL GAS in 1950... Because 


The Columbia Gas System in 1949... (ae 


ng 


U 


re 


Reached the primary objectives of a 

a : $168,000,000 expansion program—an ade- 

ti  * . quate gas supply; adequate underground stor- 

he < / age capacity and facilities adequate to supply 
more people with more natural gas. 


a ALIN, SEVEN In 1949 the System established new highs in 
rs. an gas sales, in the volume of gas it could deliver 

. . in a single day; in Southwest gas contracts and 
in total reserves for the future. 


Columbia opened new gas frontiers, drill- 

' { ing the first producing well in Maryland. It 
J 5 _ a built the ‘“‘Toughest Inch,’’ a 26-inch 
be PE D eS transmission line through the West Virginia 
to cx 4 ) P mountains. 


rk. ' ox % . J ** And the System contracted with other pub- 
Ke lic utilities to supply the gas required for their 
600,000 customers. 


As demand continues to increase, further ex- 

pansion is inevitable. For, as a public utility, 

A >A Columbia Gas System has the responsibility 

b- : v: and the legal duty to provide the service the 
in si public’s needs require. 


ic J sale deliveries from Columbia. Applica- 
ot : , tions to service Baltimore, Md., Pough- 
keepsie, Newburgh, Beacon, Kingston, 
N. Y.; Charlottesville, Va., and Hagers- 

ot ¥, 4 town, Md., have been approved. Others 
y, awaited FPC approval as of Feb. 10, 1950. 


Full details are in the Annual Report of 
we — The Columbia Gas System, Inc., 120 East 
to ; ~» 41st Street, New York 17, N. Y.— available 


of yA) : on request. 
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Trend to Trusteed Plans 


OPPORTUNITIES FOR TRUST COMPANIES 


IN PENSION FIELD 


LAURENCE E. COWARD, F. 1. A. 


Actuary, William M. Mercer Limited, Montreal, Canada 


HE tremendous upsurge in pension 

plans which began a few years ago 
shows no sign of slackening. This has 
been caused by a combination of mate- 
rial and psychological factors. On the 
material side, the high level of wartime 
taxation has provided the incentive for 
employers to obtain tax exemptions on 
money set aside under approved plans. 
Further, the period has been one of 
great prosperity in spite of inflationary 
rises in wages and prices and the de- 
structive effects of the war. 


The maturity of industry is also an 
important factor, and in many firms 
the pension problem for the first time 
became pressing as older employees 
approached or reached pension age. 
Gradually it is being recognized that to 
pay hidden pensions through retaining 
old and faithful but inefficient employ- 
ees on the payroll may be in the long 
run more expensive than a formal fund- 
ed plan, and that this easy-going policy 
may have serious effects throughout the 
firm. Furthermore, the idea of the Wel- 
fare State, whether under Socialism or 
under “Welfare Capitalism,” is in- 
creasingly gaining a hold over men’s 
minds. This results in a greater willing- 
ness of employers to make provision for 
retirement, which tendency is assisted 
by direct pressure from the Unions. 


Union Demands 


A land-mark was reached in 1948 
when the Steel Workers Union in the 
case of Inland Steel v. National Labor 
Relations Board firmly established be- 
fore the courts the right to bargain on 
pension and welfare matters. The new 
factor of Union action in the pension 
field has had a curious result on the 
type of plan being installed. Until re- 
cently the general evolution has been 
away from the rough justice of level 
pensions for all, and towards plans 
where the pension is carefully adjusted 
according to the service and earnings 
history of the employee. The equity of 
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the plan between different classes of 
employees is studied and subsidiary 
benefits for those who do not retire at 
the normal pension age are carefully 
integrated with the main plan. 


A Union demand, on the contrary, if 
it is to be effective, must be simple and 
easily understood by the Union mem- 
bers. The Union battlecry has been 
“$100 a month at age 60”°—or some- 
times even more. As a result there has 
been a distinct return to the more primi- 
tive type in cases where the plan has 
been instituted as a result of Union 
pressure. It is probable that some of 
these plans will require drastic amend- 
ment in the future. 


Advantages of Trusteed Plans 
The 
stances has placed Trust Companies in 
an extremely favorable position to be- 
come trustees of the many pension funds 


above combination of circum- 


heing established at the present time. 
Today, the total number of insured 
plans is greater than the number of 
trusteed plans, but the latter provide 
coverage for over twice the number of 
employees, and there is a distinct trend 
toward trusteed plans. 


The most flexible and least expensive 
manner in which an employer may un- 
derwrite its pension plan is by adopting 
the trusteed basis with the funds de- 
posited with a Trust Company. The 
contributions of the employer and the 
employees are, of course, determined 
under actuarial guidance and are paid 
into a Trust Fund which in due time 
provides the pensions and other bene- 
fits of the plan. A very wide variety 
of plans is possible and indeed one 
of the great advantages is that a plan 
can be “tailored” to fit the particular 
circumstances and financial resources 
of the employing company. 


Trusteed pension plans offer substan- 
tial advantages, particularly for the 
larger companies, and it is noteworthy 
that there have been a number of recent 


cases where a changeover has_ been 
made from an insured to a_ trusteed 
basis. The fundamental advantage of a 
trusteed plan is that the costs are de- 
termined solely by the company’s own 
experience in matters of mortality, 
termination, interest earnings etc. On 
the other hand an Insurance Company 
gives some protection against an ad- 
verse (several Insurance 
Companies have lost money in the past 
on their annuity contracts owing to fall- 
ing interest rates and improving mortal- 


experience 


ity). This protection is more important 
in the case of small than large firms. 
In the plan of a large firm the risks 
of adverse fluctuations are well spread 
and a large measure of financial stabil- 
ity is assured. A plan with, say, 100 
members or less cannot ensure the same 
spread of risk, and an insurance con- 
tract is indicated. The risks can, how- 
ever, be reduced and many trusteed 
plans operate successfully with well un- 
der 100 members, because they were 
their circum- 


specially designed for 


stances. 
Interest, Mortality and Expenses 


The main factors entering into the 
cost of pensions are the interest yield. 
the mortality experienced and the ex- 
penses of administration. The yield on 
a conservatively managed trust fund in 
the U.S.A. is presently 214% -31,% and 
in the case of a widely diversified fund 
it can be even more (the yields in Can- 
ada on most types of security are about 
14,‘¢ greater than in the U.S.A.). The 
yield is therefore considerably higher 
than the rate on which Insurance Com- 
panies calculate their premium rates 
(244% -24%4% in the U.S.A., and 214 - 
234‘7 in Canada). The interest income 
of the Pension Trust Fund is free of 
tax if the plan is properly drawn and 
qualified. The interest yield is of the 
greatest importance and as an indica- 
tion of the saving to the employer by 
obtaining the highest interest yield pos- 
sible, an increase of 14% in the rate 
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can result in a 10‘% reduction in the 
current service costs of the Plan. 


Should a profit arise in an insured 
plan from the number of deaths being 
greater than assumed. the major part 
of the profit, if the contract is participa- 
ting, ultimately goes to the employer, 
and the remainder goes to the insurance 
company. Recently a formidable mass 
of evidence of improving mortality has 
accumulated, there can be little 
doubt that when the present members 
of pension plans retire they will live 
longer than those now drawing pen- 
sions. For the annuitant the 
effect of the improvement in the last 
ten years has been greater than the 
effect of one year’s reduction in age. 
The mortality profit is, therefore, likely 
to be a less important factor, although 
the mortality of unselected groups un- 
der pension plans is heavier than among 
the lives purchasing individual annui- 
ties. Further the mortality of ill-health 
retirement cases is much higher than 


and 


average 


is indicated by the tables, 

The expenses of a pension plan un- 
derwritten by an Insurance Company 
are usually from 6‘¢ to 8: of the con- 
tributions. This charge covers operating 
expenses. the cost of servicing plans. 
profit of the Insurance Company, and 
commissions to its agents. If the plan 
is underwritten on a trusteed basis the 
entire contributions paid over to the 
Trust Company accumulate with inter- 
est to provide pensions. The employer 
must. of course, pay the fees of the 
Trust administrative 
charges. but savings will still be made 


Company — and 
in the expenses as compared with an 
insured plan. 

Insured pension plans in the U.S.A, 
are normally written on a participating 
basis (in contrast with the non-partici- 
pating contracts in Canada). The em- 
therefore ultimately 
some part of the profit if the experi- 


ployer receives 
ence is favorable. This feature adds to 
the attractiveness of the Insurance Con- 
tracts, but the profit is received neither 
so soon, nor so certainly (since the 
plan may be discontinued) as in a Trus- 
teed Plan. 


Flexibility 


If the plan is underwritten by an In- 
surance Company, the employee can 
elect to receive a cash refund, but if 
he does, the Insurance Company de- 
ducts a surrender charge of 4% to 6% 
from the accumulated contributions 
paid by and on behalf of the terminated 
employee. In an industry where there 
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is considerable turnover of staff, which 
is particularly the case where large 
numbers of women are employed, the 
surrender charge can become an ex- 
pensive indirect charge upon the em- 
ployer’s contributions. If the plan is 
underwritten on a trusteed basis, imme- 
diate cash refunds can be made to 
terminated employees and there is no 
surrender charge levied on the employ- 
ers contributions. 


The nature of insurance and annuity 
contracts restricts the type of pension 





Baba ters bac cenccrcrce 





plan that is practicable under these 
arrangements. On a trusteed basis cer- 
tain features of great advantage can be 
incorporated. The pension can, if de- 
sired. be made a percentage of final 
salary (the percentage depending on 
length of service); adequate provision 
can be made for those who must retire 
early because of ill health: and bene- 
fits on death limited to 
the return of contributions with inter- 
est, and the funding can be arranged 
so as to throw a minimum burden on 


need not be 


the employer. 

New legislation (especially on Social 
Security) and changing economic con- 
ditions may make it necessary or ad- 
visable for a plan to be amended or 
even consider- 
able difficulty in amending a Retirement 
Plan underwritten by an_ Insurance 
Company and the change may mean a 
loss of the Insurance Company’s guar- 
antees. Under a Trusteed basis, a con- 
sultant’s fee is likely to be payable on 
amendment, but the difficulties are re- 
duced to a minimum. 


discontinued. There is 


Cost Comparisons 


A comparison has been made of the 


lump sum costs of providing a pension 


of $100 per year for a male employee 
at various ages, with the pension be- 


Representative Representative 


Age U.S. A. Insur- Canadian Insurance 
Last ance Company Company 
Birthday (participating) (non participating) 
30 $ 569 $ 509 
40 728 664 
50 932 867 
60 1194 1121 


ginning in each case at age 65 and 
payable for life and 5 years certain, 
with a full return of all contributions 
with interest in/the case of death be- 
fore retirement. 

The Trust Fund figures are based on 
the 1937 Standard Annuity Mortality 
Table rated down one year. which is 
the mortality basis most commonly 
used by Insurance Companies for cal- 
culations of group annuity rates. 


In comparing the rates, it should be 
remembered that the U.S.A. insurance 
contracts are participating (although 
dividends have seldom been paid in the 
past), unlike insured or Government 
Annuities Plans in Canada. The profit 
under trusteed plans, by their very na- 
ture, returns directly or indirectly to 
the employer. In the above figures for 
trusteed plans, the fees of the Pension 
Consultant and Trust Company have 
been ignored. 


The administrative costs to the em- 
plover are also ignored. We may note at 
this point that the argument is often 
advanced that the employer, under an 
Insurance or Government underwritten 
plan, does not have to concern itself 
with the administrative details of the 
plan. This argument can not be accept- 
ed, as a Corporation must verify that 
the contributions which it makes, and 
certainly those made by the employees. 
are handled in the correct manner. A 
considerable amount of detail work is 
always necessary. 


Investment of Pension Monies 


From the point of view of the Trust 
Company, the handling of Pension 
Trust Funds can become a reasonably 
profitable part of its business. These 
funds represent large accumulations of 
savings, as can be seen from the fact 
that in a mature Fund the interest on 
the investments may provide more than 
half the total income of the Fund even 
at the comparatively low rates of inter- 
est prevailing today. 

Pensions Funds generally increase 
fairly steadily for many years owing 
to the excess of the interest and contri- 
butions paid into the Fund over the 
benefits paid out. In proportion to their 
size, the Funds also tend to be very 
stable. Hence, only a small part of the 
Fund need be maintained in cash or in 


Canadian Trust Fund 
Government (expenses ignored) 
Annuities Earning Interest of: 
Branch 2% % 3% 314% 
$ 430 $ 470 $ 423 $ 382 
578 615 569 525 
776 808 765 724 
1043 1060 1028 996 
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short term loans so as to provide liquid 
capital for day-to-day operations. 

lor the greater part, liquidity is not 
very important and long term securities 
giving a correspondingly higher yield 
are appropriate. When a Fund is first 
started it is almost certain that gilt 
edged securities will be 
chosen for practically all the invest- 
ments. This is dictated by the need for 
the greatest degree of capital security. 
Later it is likely that a proportion of 


government 


local government bonds and first class 
corporate bonds and preferred stocks 
will be purchased. As time goes on a 
small and probably increasing amount 
may be placed in common stocks. 


The proportion of investments will 
depend upon the Trust Company’s views 
on the industrial and financial prospects 
and will be influenced by the attitude of 
the employer. In the case of a Fund 
which has accumulated reserves out of 
appreciation of investments, it is reas- 
onable to invest more heavily in equi- 
ties the will act as a 
buffer if a general fall in prices takes 
place. The Trust Company in these cir- 
may also purchase mort- 


since reserves 


cumstances 


gages for the Fund if and when these 
become available. so as to increase the 




















effective yield. There is, therefore, con- 
siderable scope for using the invest- 
ment judgment and experience of the 
Trust Company to obtain a better than 
average yield. 

In some Pension Funds the invest- 
ments are limited to Trustee Securities 
while in others the powers of the Trus- 
tees are almost unlimited. In Canada 
it is a condition of approval for tax 
purposes that the trust shall 
not be invested in the stocks and shares 
of the employing company and, more- 
that the limited 
to those which are permitted for Cana- 
dian Life Insurance companies under 
the 1932 Act. The Act includes the re- 
quirement that not more than 15‘. of 
the Fund shall be invested in common 
stocks. In the U.S.A. 
do not exist. The investment powers are 


monies 


over. investments be 


these restrictions 
determined by the employer, who in 
some cases gives detailed instructions 
as to the securities to be purchased 
the 


(which include 


stock). 
Book and Market 
The form in which the Pension Fund 
records are kept by the Trust Company 
is important. The central figure in the 
record svstem should be the net amount 


may employer's 


Values 


of the Pension Fund, which is the value 
of the investments as they stand in the 
books plus cash in the bank, unpaid 
credits and other assets, less unpaid 
debts. It is this figure which must be 
compared with the actuarial liabilities 
if the progress of the Fund is to be 
seen, and yet the records are sometimes 
kept in such a manner that this vital 
figure is obscured. 

It is often more convenient that the 
investments should stand in the books 
at book value than at market prices. 
The book value is generally the pur- 
chase price, which may be written down 
if depreciation occurs, or the par value. 


Complete facilities for handling your 
Banking and Fiduciary Business 
promptly and effectively. 


tke FIFTH THIRD [JNION [RUST <> 


CINCINNATI, OHIO 


Member Federal Reserve System —- Member Federal Deposit Insurance Corporation 





If a redeemable security is purchased 
with the intention of keeping it until 
maturity, the books will show no ap. 
preciation or depreciation until sale or 
maturity, when the profit or loss will 
increase or decrease the amount of the 
Pension Fund. 


While it is that the 
investments be carried at purchase val- 
ues (the premium, if any, on fixed in- 
securities might be amortized 
over the period to maturity). this does 


recommended 


terest 


not mean that current market prices 
can be ignored; it would clearly be 


undesirable if the book value of the 
assets in total greatly exceeded the 


market values. The possibility that the 
Fund will be wound up, involving the 
sale of all or a large part of the invest- 
ments, should always be borne in mind. 
An Annual Audit of the Pension Fund 
accounts will reveal to employer and 
employees the true position of the fund. 


Installing a Plan 


It is clear from the foregoing that, 
if the full advantages of a Trusteed 
Pension Plan are to be obtained, design 
installation 
considered by experts in the field. The 


and should be carefully 
sooner the Pension Consultant and the 
Trust Officer are brought in, the better. 
The Consultant will provide the certifi- 
cates of cost needed for the tax authori- 
ties, and the Trust Officer can advise 
on the trust documents and investments 
of the Fund. It has been amply demon- 
strated that a plan which is installed 
without independent and experienced 
advice is likely to prove a costly ex- 
travagance and require drastic amend- 
ment, 


The Trust Companies have much to 
offer and much to gain in taking ad- 
vantage of the opportunities presented 
by the current 
dustrial pensions. 


movement toward in- 
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Celanese Corporation of America 
Marks its 25th Year of Operations 


(FROM THE 1949 ANNUAL REPORT TO STOCKHOLDERS) 


From the Chairman 


The report for 1949 marks the completion of twenty-five years of successful operations. Some measure of 
the growth and development of our Company may be had by referring to the Company’s report for the 
year 1925, the first full vear of cellulose acetate yarn production at our Amcelle plant. 


As of As of 
December 31, 1925 December 31, 1949 
Total Assets $9,823,713 $254,885,948 
Sales 1,642,126 171,292,005 
Net Profit 305,360 20,640,826 


In reviewing the year’s operations in 1925 for our shareholders, I took the occasion to write: 


“The Company’s products, “CELANESE’ Brand Yarn, Fabrics, etc., have met with in- 
creased demand by the trade from day to day, and with the new uses in which they have 
found a market, it is expected that the Company will have a very prosperous future and no 
difficulty will be experienced in readily disposing of the entire production of the Com- 
pany’s plant and the increase from its present production should be readily absorbed 


by the trade.” 


These words bear reaffirmation today as we look forward to another quarter century of operation which 
should prove to be equally productive of progress and growth. 


From the President 


EARNINGS: The earnings per share of Common Stock in 
1949, after providing for Preferred Stock dividends, 
were $3.19. 


DIVIDENDS: The dividends on the Common Stock totaled 
$2.40 per share represented by four —_ dividends 
of 60¢ per share, which dividend has been in effect from 
the second quarter of 1948. The total div idends paid on 
the 5,514,107% shares of Common Stock outstanding 
amounted to $13,233,649. The dividends on the Pre- 
ferred Stocks amounted to $3,032,344. The total pay- 
ment for dividends in 1949 was $16,265,993. 


TAXES: While the earnings amounted to $3.19 per share 
of the Common Stock and the dividends $2.40 per share 
on the Common Stock, the total direct taxes paid by the 
Company to Federal, State, and Municipal governments 
were equal to $2.96 per share of Common Stock. 


FINANCIAL POSITION: The Company continues to be in 
a strong financial position, with net current assets at 
the end of the year of $69,339,823 of which $43,970,- 
546 was represented by cash. Inventories are at a low 
level for the volume of business being done. During 
the year the Company redeemed $2,437,000 of its 
funded debt. 


PLANT EXPANSION: During 1949 all departments of the 
Celriver plant were brought into operation, Initial oper- 


CHAIRMAN 


ations were commenced at this plant late in 1948. No 
further large expansions in the United States have been 
authorized in the meantime, byt plans are being con- 
sidered for future expansions in the event that general 
economic conditions justify such steps. 


MARKET TRENDS: The most significant trend of the year 
was the development of the summer-weight suitings 
for both men’s and women’s apparel. This was pio- 
neered by several of our yarn customers who took the 
leadership in the styling and technological development 
of entirely new classes of fabrics combining acetate fila- 
ment yarn and staple fiber with other chemical yarns 
and fibers. Through their efforts the summer-weight 
suit business achieved a sound and profitable founda- 
tion. 


OUTLOOK FOR 1950: The high level of textile operations 
in the last quarter of 1949 is currently being maintained. 


So far as can be foreseen, the Company’s operations 
give promise of continuing at a high rate of productiv- 
ity for some time. Depending upon psychological fac- 
tors affecting consumer purchasing, general economic 
conditions and governmental action on taxes, we an- 
ticipate a year of satisfactory results. 


SRE. 


PRESIDENT 


A copy of the annual report for 1949 will be sent without charge on request. Please address Dept. 157 


CELANESE CORPORATION OF AMERICA 


180 Madison Avenue, New York 16, N. Y. 


CHEMICALS... PLASTICS... 
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AND TEXTILE YARNS AND FIBERS 








Detroit Trust Takes to Air in 


Women’s Business Program 





John S. Coleman, at lectern, speaks on “Is One Man’s Profit Another Man’s Loss?” With 
him on the platform are the announcer, the moderator, and Mrs. George W. Mumford. 


right, president, Service Conveyor Co., and Miss Ruth M. 


Kelly of the Manhattaan 


Insurance Co. 


INETY-nine 


recently 


per cent of the wo- 
i men surveyed by The 
Detroit Trust Company said they want- 
ed to know more about America’s finan- 
cial system. So Selden B. Daume, presi- 
dent, and the company’s staff, went to 
work to accommodate them. with the 
result that more than 1,200 Detroit wo- 
attended the first three of the 
bank’s broadcasts, “Women’s Town 
Meeting of the Air,” started in Janu- 


men 


ary. 

“One of our major functions in serv- 
ing the beneficiaries of the trusts we 
invest the funds we 
hold to yield the maximum income con- 
sistent with safety of the principal,” 
Mr. 
our capacity to perform this important 
function rests squarely on the preserva- 
tion of our system and the right of 
efficiently operated business to make a 
reasonable profit.” 


Human Affairs 


While one of the major functions of 
the trust company is, as the president 
said. so to administer the funds as to 


administer. is to 


Daume had said. “As we see it, 


yield maximum income consistent with 
safety, it is not as the company sees 
it. the sole function. Fiduciary affairs 
are human affairs. A single case will 
make the point: 

A Detroit business man’s car skidded 
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a few nights before one Christmas, so 


he never got home to his motherless 
little girl Mary 
Jane. Not wealthy, the man left only a 
house and $18,000 
in insurance. Family quarrels compli- 
cated the situation, but ultimately the 
trust officer working with Mary Jane’s 


who may be called 


small equity in a 


pastor made arrangements to place the 
little girl in the home of a kindly widow 

there to live under the supervision of 
the trust company. To lessen the shock 
as much as possible. the trust officer 
with the collaboration of his wife had 
all of Mary Jane’s furniture and cher- 
including her Teddy 
bear—moved to the But 
before the little girl went there. the 
trust had Mary 
Jane to dinner and then themselves took 


ished possessions 
new home. 


officer and his wife 
her to her new home. Frequent visits 
by the trust officer and his wife made 
her life happier than she had believed it 


would ever be again. 


When summer came. personal visits 
assured the trust officer and his 
of the character and facilities of 
camp to which the girl went, and dur- 
ing vacation they visited her just as 
her parents would have done. When 
Mary Jane returned to school. the wi- 
dow told the trust officer that the little 
girl wanted to study the violin, and 
that was arranged. Later, when the 


wife 
ihe 


school’s annual recital was approaching 
and the other children were in a flutter 
of excitement over performing before 
their parents, a new problem arose: 
Mary Jane had no mother or father 
before whom to demonstrate her talents, 
Then, one day. when the trust officer's 
phone rang and he put the receiver to 


his ear. he heard the little girl’s voice: 


“Will you be my daddy tomorrow 
night?”—A far cry from annual re- 
ports, diversification of investments and 
estate planning—but well within De- 


troit Trust’s broad understanding of the 
human values that run parallel with fis- 
cal demands. 

How well prepared the company’s or- 
ganization is to meet the fiscal demands 
without overlooking the human values, 
is suggested by such facts as these: The 
16 senior officers and Chairman of the 
Board have an aggregate of 413 years 
service with the bank. an average of 27 
years each. These officers. in addition to 
their work at the bank. are also called 
upon to serve in 87 other organizations 

business and professional associa- 
tions, universities. churches, community 
Chest, Red Cross. civic organizations. 
and as Directors of 36 banks or com- 
panies. 

Carrying its understanding — of 
people’s needs beyond the performance 
of trust work itself 
heart-warming aspects. 


even in its most 
the 


conducts several campaigns the purpose 


company 


of which is to encourage better under- 
standing and appreciation of the indi- 
vidual enterprise system. Too often. 
according to critics, business and fi- 
nance is inclined to talk to itself, tell 
one another how important it is that 
something positive be done to oppose 
the pressures of destructive ideologies. 
Through carefully planned programs 
Detroit Trust is carrying its message to 
the public—the voter who in the end 
will determine the political course of 
the nation and. hence. the course busi- 


ness will take. 
Economics for Women 


“Women’s Town Meeting of the Air’ 
which made its debut over station WWJ 
on January 10th, is the latest and most 
striking of the programs, the first of a 
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series of 13 broadcasts. Each is to be 
on the subjects often regarded as of 
little interest to women: business and 
finance. That Detroit Trust has not 
fallen into the common error of under- 
estimating the interest of women in this 
subject was implied by Cathrine Curtis, 
president, Women Investors Institute, 
Inc.. Washington, when in the first 
broadcast she pointed out that: 

“Few people realize that American 
women own or control the major por- 
the wealth of this country 
through their direct and indirect own- 
ership of stock, bonds and insurance: 
that they pay Federal, State and local 
taxes amounting to hundreds of mil- 
lions of dollars annually—while they 
have billions of dollars invested in sav- 
ings banks—trust funds—real estate. . . 

“Women, and particularly house- 
wives, were among the first investors 
in public utility stocks and, at one time, 
their ownership represented about 44% 
of the stock of such companies. Women 
today are large holders of American 
Telephone and Telegraph, of railroads 
and of many industrials .. . .” 

Estimates of women’s ownership and 
control of American wealth have ranged 
as high as 70°7. It was logical, there- 
fore, that in opposing undesirable ideo- 
logical pressures, Detroit Trust should 
carry its education to women. The wo- 
men’s programs, however, are an out- 


tion of 


growth of another program, now in its 
fourth year, of annual awards for dis- 
tinguished corporation reports. As in- 
formation about this awards program 
become more widespread, various wo- 
men’s groups let Detroit Trust know 
that they were interested in learning 
more about the financial aspects of 
business. 

A luncheon was arranged for the 
presidents and other officers of Detroit 
women’s clubs, with a view to deter- 
mining just how interested they were. 
It was reasoned that if those key wo- 
men were interested, they in turn would 
be able to introduce the idea to the 
members of the clubs. First agreeable 


surprise came when, instead of the 
90% luncheon invitation acceptances 
that the company expected, 75% re- 


sponded. At the first luncheon 260 wo- 
men represented 200 clubs. 


99% Wanted to Know More 


An “interest test” questionnaire also 
brought surprises. All except 1% indi- 
cated they wanted to know more about 
the economic system. The other 99% 
said they would like to attend a series 
of meetings where business subjects 
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were discussed. To the question, “Is 
your club interested, or can it be inter- 
ested in having speakers on business 
subjects?”—-86% replied “yes,” only 
14% “no.” Exploring possible tech- 
niques, the question was asked, “Would 
motion pictures on business subjects 
interest your clubs?”—-75% said they 
would. This was the stuff of which a 
program could be made, in the frame- 
work of Detroit Trust’s philosophy. 


Following that showing of interest 
Detroit Trust prepared a list of eco- 
nomic subjects under the general title 
“Freedom Begins at Home.” The 25 
subjects suggested ranged through “Are 
Prices and Profits Too High?”—‘“Are 
Big Business, Big Government and Big 
Labor Undermining Our Incentive Sys- 
tem?”—‘“Is One Man’s Profit Another 
Man’s Loss?”—‘Money and Its Func- 
tion.” Also the bank supplied the wo- 
men’s clubs the titles and sources of 
35 motion pictures relating to various 
phases of the economy, that could be 
secured without cost. The pictures were 
industrial productions running from 7 
minutes to 35 minutes in showing time. 


Open for Discussions 


With the background of goodwill 
created by the meetings on “Freedom 
Begins at Home,” Detroit Trust carried 
the new idea. “Women’s. Town Meeting 
of the Air,” beyond that of a simple 
broadcast on economics, and _ rather 
made it conform with the popular radio 
type discussion town meeting. Arrange- 
ments were made with the radio station 
for a 10:30 A.M. Tuesday weekly broad- 


cast. and for use of the station’s audi- 


torium. Invitalions were sent to the 
women’s clubs, suggesting that they at- 
tend in a body; a scholarship award of 
$100 was offered for each meeting, to 
the club the largest percentage of whose 
members attended. Speakers were drawn 
from national as well as local sources. 
And on January 10th, at the meeting 
at which Cathrine Curtis spoke, the 
women’s response attested the success 
of the program. 


“Is One Man’s Profit Another Man’s 
Loss?” was the subject of the second 
Town Meeting on January 17th, which 
had as its principal speaker, John S. 
Coleman, president, Burrough’s Adding 
Machine Co. Participating on the plat- 
form with him were two panel mem- 
bers, Miss Ruth M. Kelly of the Man- 
hattan Insurance Co., and Mrs. George 
W. Mumford, president of the Service 
Conveyor Company. 

Pointing out that “for every employee 
in American industry, an average of 
more than $8,000 has been invested to 
provide tools, equipment and working 
space,’ Mr. Coleman analyzed the na- 
ture of profits and their function: to 
provide for industrial growth, lower 
prices, income for stockholder and em- 
ployee. He further explained that in 
1948, latest year for which authoritative 
figures were available, profit on the 


‘ sales dollar amounted to less than five 


cents, and said that to have cut prices 
or raised wages by five cents in the 
dollar would have been of transitory 
value to the recipient but would have 
caused our economy to fall apart. “That 
nickel has purchased the continued 
growth of our industrial machine.” 





Dr. Faught explains a point of practical and applied economics to (from left to right) 
Miss Betty Flanders, Mrs. Christine Strong and Miss Freda Wilson, at one of Detroit 
Trust’s meetings on “Freedom Begins at Home. 
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Third meeting had for its subject 
“Who Kidnapped Horatio Alger?” The 
panel discussion leader was Carl Taylor. 
president, the Waukesha (Wisc.) State 
Bank, who pointed out that the spirit 
typified by Horatio Alger’s literary 
characters, animating such people as 
Henry Ford, Walter Chrysler, the Gen- 
eral Motors executives and thousands 
of skilled craftsmen, had been respon- 
sible for creation of the millions of 
automobiles that had enriched the lives 
of everyone in America. On the plat- 
form with Mr. Taylor were two women 
representatives of Detroit women’s 
clubs. Other speakers in the series will 
be Miss Myra N. Glazier, president, 
Sheppard Envelope Co., Worcester, 
Mass., “Some of Our Best Business 
Men Are Women”; J. D. Runkle, Gen- 
eral Manager, Crowley, Milner and Co., 
“Are Prices and Profits Too High?”; 
A. Douglas Jamieson, Industrial Rela- 
tions Advisor, Socony-Vacuum Oil Co., 
“Women, Children and Education”; 
Captain Edgar Bundy, lecturer and 
world traveler, “The Economics of 
Statism.” 


Bank’s Wide Background 


Since its organization in 1900, the 
Detroit Trust Company has been close- 
ly allied with industry. It has provided 
necessary capital for the lumber in- 
dustry, business machines, pharmaceu- 
ticals, chain stores, steamship lines, 
and for the various companies making 
up Detroit’s automotive industry. 
Through this constant association it 
gained an enviable backlog of experi- 
ence and company analysis. The com- 
pany’s annual report awards contest 
was a development of that experience. 


In encouraging the production of 
better annual reports, the company feels 
it is helping the corporations to grasp 
an opportunity to give the facts and 
figures to emphasize that profits are in- 
dispensable in the individual enter- 
prise system. Further, much can be 
done by this means to reinspire the 
flow of needed equity capital. 


Winners of the annual report awards 
are chosen each year from among 
hundreds submitted in a state-wide sur- 
vey, by an independent awards commit- 
tee. The awards, made at an annual 
banquet, are suitably engraved bronze 
plaques and certificates, with competi- 
tion open to two types of reports: 


1. Annual reports to stockholders; 
2. Annual reports to employees. 


To encourage smaller companies to 
produce effective reports entrants are 
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divided into seven groups based on the 
number of employees. In the 1949 com- 
petition 31 Michigan companies re- 
ceived plaques and forty additional 
firms received certificates of merit. 
More than 500 business executives from 
all parts of the state, and representa- 
tives of leading banks throughout the 
country attended the awards banquet 
at Detroit’s Statler Hotel. The two 
grand awards went to General Motors 
and Burroughs Adding Machine Com- 


pany. 


How Much is Profit? 


Atmosphere of the women’s meetings 
on “Freedom Begins at Home,” that 
grew out of the annual report awards, 
was set by the first speaker, Millard C. 
Faught, writer and lecturer on eco- 
nomic subjects, when he said, “When 
someone tries to abridge our freedom 
of speech, or to limit our religious free- 
doms even slightly, we are up in arms 
immediately. Yet our economic free- 
doms are being abridged every day .. . 
By actual survey, the general public has 
the notion that corporation profits av- 
erage 25‘. or better. People seem to 
think that 10°¢ or even 15‘¢ would be 
a ‘fair’ share of income to go into 
profits. Actually, corporate profits even 
in the halcyon days of 1929 barely got 
above 6‘¢ average . . .” He expressed 
the that organized women’s 
groups could do more toward correct- 
ing the dangerous situation than any 
other force in our society. 


opinion 


From the “Freedom Begins at Home 
to the “Women’s Town Meet- 
ing of the Air,” was a single step. In 
the first, the bank had the cooperation 
of such organizations as the Detroit 
Chamber of Commerce, Michigan Man- 
ufacturers Association, Detroit Stock 
Exchange, Michigan Association of 
Certified Public Accountants, Adcraft 
Club, Automotive and Aviation Parts 
Manufacturers Association, and _ the 
Employers Associations of Detroit. In 
its radio program, the bank is calling 
on all segments of business and indus- 
try from all over the country. 


Series, 


it is axiomatic that good public re- 
lations bring deserved recognition. In 
the case of the Detroit Trust Company, 
good public relations has been achieved 
at least partly through creative public 
service. In encouraging a wider under- 
standing of our economic system among 
women whose interests have not been 
generally conceived to be in business 
channels, Detroit Trust is clearly per- 
forming a public service. 


Oshkosh Bank Holds 


Women’s Trust Forum 


As one of a series of three subjects 
covered in meetings, the Women’s De- 
partment of the First National Bank in 
Oshkosh, Wisc., recently held a forum 
for more than 100 women on wills and 
trusts. Subjects covered in other meet- 
ings were: “Banking-Business and Man. 
agement,” and “Why Invest?” The se. 
ries was organized and directed by 
Emma Steinke, assistant cashier, who 
addressed the first meeting on “Along 
the Highway of Banking.” 


In her address Miss Steinke referred 
to the wealth that is being transferred 
to women, and the responsibility that 
goes with it. The scope of banking, it- 
self, she explained, has undergone great 
development with the years as has the 
services rendered by such institutions 
as the First National. Anthony von 
Wening, vice president, A. O. Smith 
Co., spoke, as did G. B. Athey, manager, 
Merrill Lynch, Pierce, Fenner & Beane. 
The forum on wills and trusts was con- 
ducted by Clarence Lambrecht, vice 
president and trust officer of the bank. 


Having learned from earlier experi- 
ence that many terms used in trust work 
were unfamiliar to laymen, it was de- 
cided to arrange a series of questions 
that would be discussed briefly by the 
bank executives, and then left open for 
from the guests. Twenty- 
seven questions on trusts were prepared, 
20 on wills and estates. Responses were 
found by the bank to be “very gratify- 
The questions on trusts which 


questions 


ing. 
drew the greatest interest were: What 
is a living trust?—-What are the princi- 
pal advantages of a living trust? (con- 
tinuity—no_ probate involved) —What 
is the cost of trust service?—What kind 
of assets can be placed in a living trust? 

Should a trust, provided for in a 
will, be discussed with the prospective 
trustee when the will is made?—Should 
I limit the beneficiary to income? The 
questions that aroused most interest on 
the subject of wills and estates were: 
How will my estate be distributed if I 
do not have a will?—If a man wants 
his wife to “have all my money,” why 
make a will?—What help can I obtain 
in planning my will? Should a wife 
make a _ will?—Will it cost more to 
name your institution as executor than 
to name an individual?—-What taxes 
must my estate pay?—What should I 
do about those. taxes? — and Should 
the husband place property in his name 
and his wife’s jointly? 
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Minimizing Administration Problems By 





Proper Will Draftin 


N. BAXTER MADDOX 


Vice President and Trust Officer, The First National Bank of Atlanta, Georgia 


HE following question was asked 

of 40 leading trustmen represent- 
ing all sections of the United States: 
“What items have given you the most 
trouble in handling estates and trusts 
resulting from poorly prepared instru- 
Following the usual form of 
most 


ments?” 
the 
omissions revealed by my survey are 
set forth below. 


will, frequent mistakes or 


\ will usually begins with a state- 
the of the testator 
and in the majority of wills this is 


ment of domicile 
correctly stated. However, in the case 
of a person temporarily residing out- 
side the state of his legal domicile, care 
should be given to state this fact so as 
to eliminate any doubt as to the inten- 
tion of the testator to change his domi- 
cile and to escape the terrors of mul- 
tiple taxation. 

Directions to pay debts and funeral 
expenses, in the vast majority of in- 
stances, are not necessary, as the execu- 
tor not only has the right, but the duty, 
to pay them. However, in the case of a 
married woman of means, it is advisable 
to have a provision in her will directing 
the executor to pay funeral and burial 
expenses as, under Georgia law, this is 
normally a debt of the husband and 
might not be deductible for estate tax 
purposes if not so directed in the will. 


A particularly troublesome omission 
mentioned by a large majority of the 
administrative men is the disposition of 
personal effects. Unless personal effects, 
household automobile, home 
place, jewelry, etc., are specifically de- 
vised, their disposition can cause hard 
feelings in the family. In some cases, 


goods, 


the executor must sell these items, per- 
haps to the family, or, in a great many 
cases, they pass into the residuary trust 
and are retained by the trustee, render- 
ing them of benefit to no one. Nor 
should the executor be required to make 
a selection or allotment of personal 
eflects among members of the family 


—. 


From address before Atlanta Bar Association. 
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or friends; we have enough troubles 
without that. 


The testator’s wishes with respect to 
his home should be ascertained care- 
fully. If some one is given a life use of 
it, make sure that the life tenant will 
have enough means to manage and keep 
it. Matters of taxes, insurance, repairs, 
general upkeep, assessments and the 
like, should have attention. We. as exe- 
cutors, should not have to be in the un- 
enviable position of having to ask the 
family to pay rent or even to vacate. 
A trust with a piece of real estate as its 
only asset is usually not advisable, be- 
cause of the lack of liquid funds which 
the management of real estate almost 
invariably requires. 

In specific legacies, too often we find 
that the will is not clear as to the test- 
in the event the named 
beneficiary does not survive him. Also, 
sometimes there is no alternative prop- 
erty in the event the bequeathed prop- 
erty is sold or disposed of before death. 
In making specific bequests, it is always 
best to dispose of money in joint bank 
accounts and jointly registered bonds. 
free and clear of any claim by the exec- 


ators wishes 


utors. 


Trust Income 


A great amount of work and worry 
could be eliminated by being more spe- 
cific as to the distribution of trust in- 
come from the date of death; also, the 
income from assets which must be sold 
for payment of debts, taxes, and ad- 
ministrative expenses. Unless duties 
are completely outlined in the will, the 
Georgia case of Rachels v. Wimbish 
might apply, in which event the in- 
come of the life tenant might be sub- 
stantially reduced during the first year 
when such income is generally needed 
while the widow is making adjustments 
in her mode of living. This provision 
of the law is difficult for the widow to 
understand and sometimes creates un- 
necessary friction and ill-will. 


If several trusts are created, we sug- 
gest percentages or fractions rather 
than specific amounts unless the estate 
is ample for all taxes, expenses, specific 
bequests and trusts. Be careful not to 
have executed trusts—be sure to have 
remainder over interests. 


We have not had enough experience 
with the Marital Deduction trust to 
have any suggestions except to say we 
believe in creating two trusts—one for 
the maximum marital deduction, where 
some attorneys use the formula method 
and others approximate amounts, and 
another for the balance of the estate 
with proper provisions so as to take 
maximum tax benefits. 


Use of Principal 


An analysis of the replies to my 
questionnaire indicates that the greater 
amount of difficulty in the administra- 
tion of estates has to do with the corpus 
of the estate, and the two biggest single 
under this category deal with 
encroachment and payment of estate 
taxes. In considering what provisions 
should be included in a will in regard 
to encroachment, the problems which 
most frequently arise to plague the ad- 
ministrative officer are: 


items 


First: The absence of any encroach- 
ment power whatsoever. It is absolute- 
lv essential when estate income may 
decrease, living costs and taxes increase, 
or emergencies affecting health, educa- 
tion and maintenance of loved ones may 
arise. But in marital deduction trusts, 
remember to limit encroachments to 
the widow alone so long as she lives. 


Secondly: A clear statement of pur- 
poses for which, and the circumstances 
under which, encroachments may be 
made and by whom. Also, whether or 
not consideration should be given to 
the personal estate and income which 
the beneficiary has from other sources. 

In the case of beneficiaries who are 


also remaindermen, it should be clearly 
stated whether or not encroachments 





for their benefit should be charged 
against their ultimate distributive share. 
It is essential to provide for future born 
children and adopted children or their 
issue. 


Payment of Taxes 


The payment of estate or inheritance 
taxes can create innumerable problems 
for the administrative officer and, in 
some cases, result in ill feeling between 
the beneficiaries. This is particularly so 
where there have been gifts during the 
testator’s life, which are later deter- 
mined to be taxable to his estate, in- 
surance policies payable direct, regis- 
tered government bonds payable on 
death to a named beneficiary, and simi- 
lar transfers. 


This situation should be clearly 
pointed out and explained to the testa- 
tor and care taken to see that the will 
explicitly states the intention of the 
testator as to where the tax burden 


should fall. 


General Powers 


Sometimes, we find powers are given 
to the executor, but not to the trustee, 
and vice versa. Be sure they are given 
to both. We definitely recommend full 


COINS 
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and broad powers. The familiar powers 
required for good administration are: 
Keeping of accounts and rendering 
statements. 
Retain invest — not limited to 


legals. 


or 


Voting stock—especially power to 
someone to vote bank stock if held 
by corporate trustee. 


Compromise claims, debts, ete. 


Handle business interests with full 
power to operate, continue, or 
liquidate, or incorporate as is 
deemed wise. 


Execute leases regardless of length 
of trust. 

Borrow money. 

Relief from giving bond, filing inven- 
tory and appraisal and making re- 
turns to the Court. 


Make division or distribution in 
kind or in money. 


Special Powers 


A few powers call for special men- 
tion. Granting to executors and/or trus- 
tees the right of apportionment and 
the right to determine whether stock 
dividends are principal or income; the 
right to amortize bond premiums and 
to set up reserves for depreciation and 
obsolescence and other like powers will 
result in better administration and the 
probable saving of money to the estate. 

Other provisions frequently not cov- 
ered in the will, are the rights of the 
executor pay funds to 
minore and for the benefit of minors 
without the intervention of a guardian. 
This results in the saving of court costs, 
guardianship bond and guardianship 
fees. Granting the fiduciary the power 
of private sale, including real property, 
and the granting of power to sell for 
cash or on terms, without order of 
court, etc., will eliminate the expense 
of these items. In most cases, this will 


or trustee to 


result in the realization of a larger sales 
price, particularly in the case of real 
property and unlisted stocks and bonds. 
It is difficult to get a person to commit 
himself on a piece of real estate if the 
sale must be held before the court 
house door and no assurance can be 
given that the prospect will be the 
successful bidder. 


Business Interests 


In a large percentage of estates, par- 
ticularly where there are family or 
closely held corporations, a greater lati- 
tude should be allowed to the fiduciary 
than is usually the case. The fiduciary 
should be specifically authorized to hold 
these original inventories or, in the 
event the testator deems it best for 
these to be liquidated or offered to 
other stockholders, this should be cov- 
ered. 


Should the business be continued, 
has the owner suggestions as to manage- 
ment, etc. Perhaps rights for associates 
to purchase a part interest at a dis- 
count, or on some other basis. If so, 
some formula should be stated. Other- 
wise, setting the price is most difficult. 
All information should be 
given in the will. 


possible 


Doctors or professional men, or partt- 
nerships, could save trouble and embar- 
rassment by definite arrangements be- 
fore death as to business interests, 
equipment and accounts receivable. 


The compensation to be received for 
the fiduciary’s services, which are to 
be rendered for many years in the fu- 
ture, should be sufficient to enable us 
to maintain the high standards we set 
for our profession. We should deter- 
mine, of course, whether our bank can 
afford to undertake the obligations im- 
posed upon us by the will and we 
should also determine, if feasible, on 
what basis commissions are to be 


shared with a co-fiduciary. 















Complete Trust Service in GEORGIA 
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VITAL TAX CHANGES PROPOSED — 


HE tax proposals submitted to the 

House Ways and Means Committee 
on February 3 by Secretary of the 
Treasury Snyder will, if enacted, dras- 
tically affect estate planning in the fu- 
ture and require reconsideration of 
existing wills and trust agreements. 
Echoing the President’s complaint that 
estate and gift taxes have allegedly not 
contributed their fair share of the Fed- 
eral revenue, Mr. Snyder presented a 
program which would yield an estima- 
ted increase of some $400 million, or 
about 50% over the collections from 
these sources in 1949, 

The Secretary pointed out that the 
estate tax reaches only a little more 
than 1° of adult decedents, virtually 
the same proportion as ten years ago. 
On the other hand, the individual in- 
come tax is paid by more than 40% 
of all persons over 14, ten times the 
proportion subject to tax a decade 
earlier. Likewise, income tax rates have 
increased substantially during this pe- 
riod (e.g. from 4‘ to 16% on a $10.- 
000 income) whereas estate tax rates 
have actually been reduced for married 
people (e.g. tax on estate of $250,000 
has fallen from 11% to 4%). See 
charts. 

Before reviewing the estate and gift 
tax suggestions. mention should be 
made of two income tax “loophole” 
closers. One would tax the interest ele- 
ment in life insurance instalment pay- 
ments, hitherto held by the courts to be 
exempt from tax under the Code pro- 
vision excluding from income “amounts 


tract paid by reason of the death of 
the insured.” The Secretary cited a 
case where a widow elected to receive 
her husband’s $100,000 insurance in 
instalments throughout her lifetime. 
While a division of this amount over 
her expectancy of about 20 years would 
bring the annual payments to roughly 
$5,000, the actual sum paid yearly was 
about $7,000, indicating (Mr. Snyder 
said) that the difference was attribu- 
table to interest which escaped tax. 


In a supplementary statement dated 
February 6, Mr. Snyder explained that 
the instalment payments could be treat- 
ed as payments under an annuity con- 
tract purchased with the amount other- 
wise payable on death; that is to say, 
3 per cent of that amount would be 
included in income each year until the 
total of the excluded remainder reached 
the purchase price, whereafter all pay- 
ments would be includible in income. 


The other loophole sought to be 
closed involves the alleged abuse of tax- 
exemption by charitable and educa- 
tional organizations. It is recommended 
that the income derived by these insti- 
tutions from the operation of businesses 
clearly unrelated to their primary func- 
tions be taxed at regular corporation 
income tax rates. 


Estate and Gift Changes 


Turning to estate and gift taxes, we 
find four major modifications urged. 
First, revision of the present treat- 
ment of taxing trusts. Since the incep- 








left in trust by A for the life of B, 
with the remainder on B’s death to C, 
has been taxed on A’s death but not 
on B’s death. The nation’s top fiscal 
official asserted that this arrangement 
discriminates against an outright gift to 
B—which would again be taxable on 
his death—and “penalizes those less 
motivated by tax considerations or lack- 
ing the opportunity or counsel to take 
advantage of it.” Although no specific 
proposal was presented to the Commit- 
tee, it is reasonable to assume that it 
will call for taxation of the interest 
passing on B’s death to C. 


Second, a single transfer tax to re- 
place the present dual estate and gift 
tax system. Decrying the plans whereby 
people of means give away property 
during life in order to remove it from 
the highest estate tax bracket into the 
lowest gift tax bracket (the latter rates 
themselves being only three-quarters of 
those in the comparable estate tax 
bracket), Mr. Snyder argued that the 
present discrepancies would be elimin- 
ated under an integrated transfer tax, 
with the same exemptions and rates 
applicable to all property whenever 
transferred. He added, without illustra- 
tion, that incentive could be provided 
for property distributions during life if 
such encouragement is deemed desir- 
able. (An exhibit details the character- 
istics of property transfers during life 
and at death as revealed by analyses 
of 1945 estate tax returns and prior 
gift tax returns. ) 


Third, reduction of existing exemp- 





received under a life insurance con- tion of the Federal estate tax, property 
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tions and exclusions. The current estate 
tax exemption of $60,000 would be 
lowered to $45,000, of which $15,000 
would be available for transfers during 
life. The $30,000 lifetime gift tax ex- 
emption would be eliminated. The 
$3,000 annual exclusion, for each donee 
would be replaced by'‘a single exclu- 
sion of like amount for the donor. An 
additional allowance of $500 for each 
donee “might be” adopted to avoid the 
necessity to account for small gifts. 





Fourth, substantial increase in rates. 
Claiming that the present rates start 
too low and reach their maximum too 
late, Mr. Snyder presented a schedule 
which would begin at 10% on the first 
taxable $10,000, in place of the present 
3% to 7%, and reach the current top 
percentage of 77% at $3 million in- 
stead of $10 million. The group which 
would suffer most are those persons 
with estates of $100,000 to $500,000 
(before exemption) who, according to 
an exhibit filed with the Secretary’s 


COMPLETE 
IMPARTIAL 






















10 East 45TH STREET 


COMPARISON OF AMOUNTS OF FEDERAL EstaTE TAXES 
Unper 1942 ann 1948 Laws anp UnperR Proposep REVISION 


Single person 











Net estate 1942-1948 
before Proposed Married person® Proposed 
exemption revision 1942 1948 revision! 
$50,000 $500 eee 
100,000 $4,800 9,100 a ee $500 
150,000 17,500 21,700 17,500 $1,050 3,900 
200,000 31,500 36,050 31,500 4,800 9,100 
250,000 45,300 51,500 45,300 10,700 15,200 
300,000 59,100 68,450 59,100 17,500 21,700 
400,000 87,700 105,900 87,700 31,500 36,050 
500,000 116,500 146,350 116,500 45,300 51,500 
750,000 191,800 257,900 191,800 80,500 96,200 
1,000,000 270,300 383,250 270,300 116,500 146,350 
2,000,000 _ 626,600 962,450 626,600 270,300 383,250 
5,000,000 2,038,800 2,941,850 2,038,800 830,000 1,281,900 
7,500,000 3,454,200 4,553,250 3,454,200 1,400,900 2,116,550 
10,000,000 4,975,000 6,115,850 4,975,000 2,038,800 2,941,850 
1. Assuming taxpayers make no gifts during life and reserve full $45,000 exemption until 
death. 
2. Assuming full use of marital deduction. 


of all de- 


tax 


statement, represented 46% 
cedents for whom taxable estate 
returns were filed in 1945. In that area, 
the present rates range from 22% to 
32%, whereas the new levies soar from 


MUTUAL 
FUND 
SERVICE 


To assist Trust Officers, Fiduciaries, Lawyers, and Directors 
of Institutions in selecting Mutual Funds we maintain a 
policy of impartial recommendations based solely on your 
needs. We will provide you with up-to-date information re- 
garding the leading Mutual Funds. In addition, we will 
prepare programs of carefully selected Funds to meet 
specific investment objectives. 

Our mail service can assist you wherever you are located. 
You can receive a sample Mutual Fund program by writing 
on your letterhead to the Manager, Mutual Funds Depart- 
ment, describing your investment objective. 


MUTUAL FUNDS DEPARTMENT 


Recommendations based solely on your needs 


KIDDER, PEABODY ®& CO. 


Members New York Stock Exchange 


New York 17, N. Y. 


22°; to 45':. The above figures are 
taken from an exhibit accompanying 
the statement. 


Other Changes 


In addition to the foregoing major 
changes, the Treasury head mentioned 
some minor “improvements.” These in- 
clude repeal of the deduction for sup- 
port of dependents. and substitution of 


a tax credit for the present deduction | 























for prior taxed property. It was stated | 


that the former deduction varies widely 
from state to state because of differing 
laws, and in some cases large amounts 
are transferred tax free under the guise 
of support allowances. No distinction 
would be made between amounts dis- 
tributed pending settlement and amounts 
received on final distribution. 

And recognizing the possibility that 
the integrated tax plan may not be 
adopted at this time, Mr. Snyder sug: 
gested that the difficulties arising out 
of the contemplation of death provision 
of the Code be eliminated by requiring 
all gifts made within three years of 
death to be included in the estate. Con- 
versely, gifts made prior thereto would 
not be included. 

In his closing remarks, Mr. Snyder 
observed that other 
raising this additional revenue would 


“no 


method of | 


have less serious effects on the economy. | 
The amount of tax on the estate involv: | 


ing a business which might properly be 


considered small would not materially | 
affect the normal development of such | 


a business. In the infrequent instances 
in which liquidity is a problem, the 
extension of tax payments permitted by 
present law up to a maximum of tet 
years protects estates from having t0 
make forced sales of property at 4 
serious financial loss.” 
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@ Procurement, with its Bids, Contract Clauses, Labor Requirements, Contract 
Regulations—Settlement, with its Performance Costs, Price Adjustments, Pay- 
ments, Supporting Vouchers, Appeal Procedures, Judicial Review—Modif- 
cation, whether by Supplemental Agreement, Change Orders, Extras Orders 
—Vinson Act Profit Limitations—Renegotiation (including listing of all Renegoti- 
able Prime Contracts) ... . 


@ [cach issue of CCH’s Government Contracts Reports dispatches to sub- 
scribers the last-minute details of these and all other pertinent developments 
affecting the important and highly technical field of law relating to doing busi- 
ness with the federal government. Coverage includes the basic federal statutes, 
pertinent emergency laws, executive orders, regulations, official rulings, court 
decisions, directives, rules, and instructions issued under them. 


@ Supplementary editorial notes covering the history of the law provisions, 
excerpts from Congressional Committee reports which show legislative intent, 
and decisions of the administrative authorities and the courts are a helpful 
part of the reporting on the laws. 


® Current decisions of the federal courts, including the Court of Claims, and 


the renegotiation decisions of the Tax Court are sped to subscribers, indexed 
and listed by name for immediate use. 


@ Actually, if it is “government contracts law and regulations,” it is reported 
swiftly, fully, accurately in the informative, continuing issues of this vigilant 
and faithful observer of the changing scene. 
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COMPOSITION 
OF ESTATES 


HE average estate filed in 1945 

for Federal estate tax purposes had 
less cash and life insurance than was 
necessary to pay debts, taxes and ad- 
ministration expenses, according to an 
analysis by TRusts AND Estates of 13.,- 
773 returns covering gross estates of 
$3,239,376,000. The expenses averaged 
27.8% of the gross estate, while cash 
and insurance totalled only 16.3% 
However, if Federal (8.5%) and state 
and municipal (5.9%) bonds were 
added, the aggregate of so-called liquid 
assets would be 30.7%. These figures 
are based on the Sea Department’s 
“Statistics of Income for 1944, Part 1.” 
just published. 


The accompanying table represents a 
regrouping of the classes of net estates 
reported in the official publication. Also 
shown are certain comparative data 
based on the returns filed in 1939, the 
earliest year for which comparable fig- 
ures are available. For example, the 
average size estate, of those with a net 
value of $60,000 or more, has declined 
from $282,000 to $235,000. 


The composition of estates reveals 
that corporate stock represented by far 
the largest category of asset, account- 
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from 10.5'¢ to 5.9% (probably due 
to elimination of income tax exemp- 
tion), and the roughly 40% rise in in- 
surance from 5‘c to 6.9%. 

It will be observed that the percent- 


ing for more than 40% of the total. 
Relatively marked changes in the pro- 
portions are shown by the increase in 
real estate from 10.7% to 14.2%, the 
decline in state and municipal bonds 





ANALYSIS OF FEDERAL ESTATE TAX RETURNS 
filed in 1945, with certain comparative data from 1939 returns 
By size of net estate before specific exemption (in thousands of dollars) 








COMPOSITION Total 
Real Estate _ ; 162,136 
Tangible Personalty 37,611 
Intangible Personalty 2,739,632 
Federal Bonds 275,062 
State & Mun. Bonds 191,616 
Other Bonds 130,276 
Corporate Stock 1,311,679 
” 305,417 
Mortgages & Notes 114,717 
Insurance | 222,213 
Interest in Unincorporated Bus. | 101,506 
Other __. 87,044 
Gross Estate* 3,239,376 
No. of Returns °45 13,773 
No. of Returns ’39 - 8,004 
% of Total in Group 745 100.0 
% of Total in Group ’39 100.0 
DEDUCTIONS 
Funeral & 136,665 
Adm. Exp. 4.2% 
Debts & __. 161,142 
Mortgages 5.1% 
Net Federal Tax 531,018 
16.4% 
RL LTE 64,516 
2.0% 


} 
| 
| 
| 
| 
































° ° | 
ts 3 60- 100 100-200 } 200-500 500-1,000 1,000-5,000 over 5,000 
14.2 10.7 157,656 | 136,166 89,902 | 39,286 26,538 12,591 
1.2 1. 8,310 | 8.596 7,491 | 3,743 6,480 2,991 
| 84.6 88.2| 436,756 575,306 599,634 383,394 490,095 | 254,447 
| 85 5.8 | 42,626 | 55,005 58,221 40,390 4.431 | 34,389 
5.9 105 5,381 11,180 22,201 23,194 68,400 61,260 
4.1 6.2 19,722 31,812 35,570 19.953 14.611 8,610 
40.5 42.3 152,246 239,353 302.603 213,927 282,764 120,786 
| 94 §141 80,818 82.066 61.388 31,669 36,488 12,988 
35 29,558 32,123 25,459 10,847 12.019 | 4,711 
6.9 5.0 62,030 72,541 52,198 18,796 13,273 | 3,375 
3.1 28,242 31,138 23,490 10,272 5.737 | 2,627 
2.7 5.1 | 16,032 20,088 18,500 14,345 12.374 | 5,705 
100 100! 602,721 | 720,067 697,027 | 426,420 523.110 | 270,028 
dillieal 6,648 4,396 1,942 | 525 234 | 28 
= 3,634 2,486 1,308 | 372 186 18 
| 48.3 31.9 14.1 | 3.8 1.7 12 
15.4 31.1 16.3 | 1.6 2.3 | 3 
26,894 31,660 | 30,115 | 17,955 19,617 | 10,425 
45% | 4.4% | 1.3% | 4.2% 38% | 3.9% 
37,572 39,836 | 36,660 | 19,374 25,097 560.3 
6.2% 5.5% | 5.3% 4.5% 4.9% 2.1% 
9.877 61,717 116,274 90.486 | 135,324 117,340 
1.6% 86% | 181% 21.2% | 25.9% 13.4% 

9 1,530 7,566 9,147 20, 845 25,376 

7 | q | 18% | 2.2% | 4.0% 9.0% 


*Includes transfers during life and tax exempt insurance under pre-1942 law. 
+Amount for which credit was allowed against Federal basic tax; does not reflect any excess over credit. 


{Less than 1%. 
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age of estates in the $60-100,000 class 
increased from 45.4% to 48.3%, the 
“transfers” coming substantially from 
all other groups except the $100-200.- 
000 and over $5,000,000 classes. 


The breakdown of shrinkage shows 
that funeral and administration ex- 
penses averaged 4.2% for all estates; 
debts and mortgages 5.1%; Federal 
estate tax (net) 16.4%; state inheri- 
tance tax (for which credit was allowed 
in arriving at net Federal tax) 2%. It 
will be noted that the funeral and ad- 
ministration expenses were fairly stable, 


EFFECTS OF 


\ line with the accompanying story 

on “Composition of Estates,” there 
are interesting conclusions in a thesis 
submitted last Fall by O. H. Breiden- 
bach for an advanced degree at Tu- 
lane University College of Commerce. 
Long interested in the subjects of death 
taxes, estate planning and life insur- 
ance which he taught at Loyola and 
Tulane prior to joining the faculty at 
Southwestern Louisiana Institute in 
Lafayette, Mr. Breidenbach included in 
his thesis a chapter on the economic 
effects of high death taxation. Based on 
an analysis of Federal estate tax returns 
over a period of years through 1943, he 
presented the following conclusions: 

1. An increase in the total number 
of taxable net estates, due primarily to 
lowering of the estate exemption. 

2. A decrease in the number of large 
estates over $100,000, due to high 
death tax and income tax rates. 


3. A gradual decrease in the total 
amount of net taxable estates, a decrease 
of the tax base, although national in- 
come and population have increased. 

1. An increase in tax consciousness 
on the part of taxpayers, resulting in 
estate planning to save or avoid taxes. 

5. An increased use of plans to re- 
duce death taxes by personal gifts dur- 
ing life at lower rates, instead of the 
bequest with higher estate tax rates. 


6. An increase of tax avoidance by 
use of non-taxable charitable gifts and 
foundations. 

7. Any declining rate of gifts and 
bequests to colleges due to estate taxa- 
tion is being overcome by those col- 
leges that have organized an aggressive 
fund raising department to seek gifts 
and bequests. 


8. High death taxes and high income 


Marcu 1950 


percentage-wise, regardless of the size 
of the estate; debts and mortgages were 
only slightly less stable. 


While the figures bear out the im- 
pression that the average size of estates 
is diminishing because of high estate 
and income tax rates, the jump from 
8,004 to 13,773 in the number of returns 
filed in the two years makes it just 
as evident that a greater number of 
estates, with a larger aggregate value, 
are in the taxable class and constitute 
a widening market for fiduciary ser- 
vices, 


HIGH TAXES 


taxes are resulting in the passing of 
the magnificent estates of deceased 
wealthy people to society as club 
houses, parks and suburban residential 
developments. 

9. Plans for tax avoidance by 
charitable gifts and charitable founda- 
tions result in the reduction of large 
estates and a decrease in collection by 
government of death taxes, but result 
in the distribution of much wealth for 
the immediate benefit of society. 


Improving Tax System 


In another chapter, Mr. Breiden- 
bach presents a plan for improving the 
Federal-State death tax system: 


A. To provide a more efficient fed- 
eral death tax system, Congress should 
integrate the federal estate tax and the 
federal gift tax into one system with 
one set of rates (possibly lower) and 
coordinate with the federal income tax. 


B. To provide larger revenue for the 
states and a more equitable participa- 
tion in death taxes, Congress should 
extend the 80° principle of state par- 
ticipation in the total of federal death 
taxes levied. 

C. To bring about the most nearly 
complete uniformity possible of death 
tax burdens among the citizens of all 
the states, Congress should require, as 
a condition of larger state participation 
in death taxes, the enactment of uni- 
form laws covering: 


1. Domicile 
doubtful cases by a _ Federal 
Court. 

2. Complete exemption from tax- 
ation of all intangibles of non- 
resident decedents. 

3. A state death tax system integ- 
rating estate and gift tax laws. 
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CONVENTION SHOP TALK SESSIONS* 








Estate PLANNING PANeL: Robert A. Parish, Earl S. MacNeill (leader), Joseph Trachtman, 
and John L. Chapman. 


Estate Planning 


CAPACITY audience attended the 

session on Estate Planning, pre- 
sided over by Earl S. MacNeill, vice 
president of Irving Trust Co., New 
York. Ably assisting him on the panel 
were: Joseph Trachtman, of the New 
York Bar and local legal editor of 
Trusts AND Estates; John L. Chap- 
man, vice president of City National 
Bank and Trust Co., Chicago; and 
Robert A. Parish, assistant manager of 
the Philadelphia agency of Connecti- 
cut General Life Insurance Co. 


The following is a summary of the 
panel members’ replies to questions sub- 
mitted in advance: 


What is the attitude of trustmen 
generally toward the business in- 
surance trust? 


Mr. Chapman: As a general rule, 
they do not seek a business insurance 
trust as an individual piece of busi- 
ness but as an adjunct to an estate plan. 
As such, it is useful and desirable in 
the completion of an adequate plan 
involving a business interest. 


Is there any pattern for qualifying 
life insurance for the marital de- 
duction? 


Mr. Parish: There is no prescribed 
ratio for qualifying so much of the in- 
surance and so much of the general 
estate, as that would result in a pre- 
conceived plan unrelated to the particu- 
lar case. Any use of the marital deduc- 


*At 3lst A. B. A. Mid-Winter Trust Conference, 
Feb. 7, 1950. 
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tion can be determined only after an 
analysis of the facts. The following con- 
siderations, however, may serve as use- 
ful guides: 


1. If the estate plan requires setting 
up the insurance under one of the op- 
tions which exhausts principal, it would 
be ideal to qualify the insurance for the 
marital deduction, inasmuch as_ the 
tax in the surviving spouse’s estate 
would be reduced in accordance with 
the depletion of capital. 


2. If the interest option is selected, 
and the surviving spouse’s estate is 
faced with a liquidity problem, such 
policies should be qualified. But if the 
insured desires a predetermined amount 
for the children, it might be better not 
to qualify this insurance. 


3. If there are no other assets suitable 
to qualify for the marital deduction, or 
if the insured wishes to exercise some 
control over the disposition of the asset 
(e.g. a business interest) it will be ne- 
cessary to qualify the insurance. 


Is any significant increase antici- 
pated in investment agency busi- 
ness as a result of the imminent 
maturity of a substantial amount 
of Series E Savings Bonds? 


Mr. Chapman: No important develop- 
ments are expected along this line, nor 
is any special effort contemplated. The 
individual holdings are relatively too 
small to justify any concerted drive on 
any basis other than, possibly, as a 
matter of public relations. 


Are there any indications of drastic 
changes in the Federal estate and 
gift tax laws; and any trend to- 
ward creation of irrevocable 
trusts in anticipation of increased 
rates? 


Mr. Trachtman: As indicated by Sec- 
retary of the Treasury Snyder’s recent 
statement before the House Ways and 
Means Committee (see p. 173), there is 
a movement toward integration of these 
two taxes into a single transfer tax. 
and also toward imposition of a suc- 
cession tax which would hit trust re- 
mainder interests. The general theory 
of integration seems to be sound in that 
it discards the niceties of property trans- 
fer and avoids many controversies, but 
if adopted the single transfer tax should 
only be prospective in operation. Many 
of the Treasury’s proposals now and in 
the past would have been more pala- 
table if it had not sought to make them 
retroactive. 

This is not yet the time to make ir- 
gifts; considering 
such gifts might well wait to see how 
the integration proposals take shape. 


revocable anyone 


Irrevocable gifts should always be con- 
sidered with great caution. The general 
philosophy to be followed in planning 
might be stated thus: if the sought for 
tax saving were swept away, how at- 
tractive would the proposed plan be? 
Sufficient flexibility should exist to per- 
mit adaptation if the tax-saving is not 
forthcoming. 


Trust new business solicitors ought 
not to be dismayed in finding, upon 
completion of an estate plan or analysis 
of an existing plan, that no tax saving 
can be accomplished. It is sufficient not 
to have increased the tax liability or 
to give the prospect a clean bill of 
health. Such candor might be all the 
more appreciated by the prospect. 


On the estate planning team of at- 
torney, trust officer and insur- 
ance underwriter (with accoun- 
tant, investment advisor and oth- 
ers in certain cases) who should 
carry the ball? 

Mr. Parish: Broadly speaking. it is 
a matter of normal development, de- 
pending on the personal relationships 
among the team members and between 
the individuals members and the client. 
Where the underwriter is trained to do 
a complete estate planning job and has 
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an organization behind-him to keep 
him equipped to service the case, his 
position should be protected. Such an 
underwriter has more at stake financi- 
ally than the other members of the 
team. He is the only one who can afford 
to devote the time in initiating and re- 
viewing the plan. Uninhibited by re- 
strictions of one kind or another, he 
can bring pressure to obtain action to- 
ward adopting a sound plan. If there 
is no action, there is no gain to any- 
one. 

Mr. Chapman: | am in agreement 
with Mr. Parish’s views provided the 
insurance underwriter is well qualified 
in estate planning. Only a few com- 
panies are approaching the subject from 
this viewpoint. Where the underwriter 
is not trained for this role, the lawyer 
should be the sparkplug since he is 
probably closest to the client. 

Mr. Trachtman: The lawyer should 
be the leader but sometimes attorneys 
are not sufficiently informed on estate 
planning. The underwriter does have 
the best opportunity for preparing the 
analysis and more and more trained 
men are coming into the field each 
month. I like to work with a competent 
underwriter about 
the countless and varied uses of insur- 


because he knows 





ance, and can best analyze the policies. 
Who the dominant party will be de- 
pends upon the case and the relation- 
ship of the individuals. 


Mr. MacNeill: There may be a sub- 
conscious compulsion on the part of the 
underwriter to recommend the insur- 
ance solution to a problem, while the 
lawyer similarly may favor a testamen- 
tary plan over a living trust because 
of the estate fee. Therefore, the trust 
officer, who works for a salary, and 
whose department’s compensation is* 
scarcely more than a service charge, 
may be the most impartial leader. In- 
cidentally, why shouldn’t the estate own- 
er himself be the leader, just as the 
business man who seeks opinions from 
various advisers nevertheless dominates 
the discussions? It may require a pro- 
cess of education to get him to take— 
and retain—the initiative. 

(To a comment from the floor that 
the team should agree upon the plan 
before presentation to the client, the 
panel agreed. ) 

Mr. Trachtman: If all decisions are 
to be reviewed by counsel and the 
papers drawn by him, there is no un- 
lawful practice of the law. Where fric- 
tion exists among the three professions 
it is usually due to lack of tact. 
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(The lively discussion on this topic 
closed with an appropriate observation 
from the floor that, since each member 
of the team has special interests, each 
should restrain himself in the interests 
of the prospect’s welfare.) 


Is it customary to give the customer 
detailed tax calculations and 
suggestions? 


Mr. Chapman: We have found it pre- 
ferable not to leave any data with the 
customer because this creates a tendency 
to defer consideration of the plan. We 
exhibit the computations and notes to 
him, and attempt to get agreement on 
the plan. Care should be exercised to 
avoid evidence of estate tax savings 
(from contemplation of death angle). 


Would a testamentary trust other- 
wise qualifying for the marital 
deduction be disqualified by a 
power in the trustee of a trust for 
the children to purchase assets 
from the marital trust at any 
price determined by the fiduci- 


ary? 


Mr. Trachtman: This question implies 
that the object of granting such a power 
is the depletion of the marital trust so 
as to reduce the tax payable upon the 
wife’s death. It seems safe to say that 


Net asset value 
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such a power, if so phrased, would 
jeopardize the marital deduction be- 
cause of its fairly obvious purpose. 
Even an oblique reference to such a 
power among the general powers of the 
fiduciary might raise a red flag. 


Is there any schedule of factors for 
determining the size of the mari- 
tal deduction where both spouses 
have sizeable estates? 


Mr. Parish: Any fixed “schedule” 
would run contrary to the previously 
expressed philosophy of an unpatterned 
approach, The scope of the marital de- 
duction depends primarily upon the 
testator’s objective. Does he want maxi- 
mum income for his wife, or adequate 
income for her with as large a remain- 
der for the children as possible, or the 
maximum inheritance for the children? 
Other considerations to bear in mind 
are the parties’ respective ages, states 
of health and emotions, and the type 
of assets involved. Mr. Trachtman’s 
monograph on “Estate Planning” ably 
discusses this subject. 


Do you have any regular plan for 
reviewing wills? 
Mr. Chapman: In our bank, we re- 
view wills at least biennially, and in 
most cases annually. We inquire of the 


customer whether there have been any 
changes in his situation, calling atten- 
tion to changes in the law that may 
affect his plan. This service is greatly 
appreciated by them. 


Can a living trust be so worded as 
to assure that all or at least one- 
half of the trustee’s commission 
on principal be deductible on the 
estate tax return? 


Mr. Trachtman: Ordinarily, such an 
item is not included among the deduct- 
‘ible administration expenses. A few 
cases have allowed a deduction for 
trustee’s commissions and other ac- 
counting expenses. But the Commission- 
er has not acquiesced; and he has suc- 
ceeded in having the item disallowed as 
deductions in other cases. If the terms 
of the trust make it clear that there 
must be an accounting on the settlor’s 
death, and the trust is includible in the 
gross estate, the chances of obtaining 
the deduction for these items are 
strengthened. But it would seem unwise 
to include such provisions solely for 
tax purposes, if there are no other com- 
pelling reasons. 

Should a ten million dollar trust de- 


partment, which cannot afford 
the services of a full-time estate 


planning officer, retain an out- 
side specialist when it is con- 
fronted with large and complex 
estate planning problems? 


Mr. Chapman: One man in the trust 
department should be trained along 
these lines. There are several trust de- 
velopment schools which adequately 
perform this function. 


Mr. Trachtman: It might be well to 
refer such cases to a larger trust insti- 
tution, with the prospect’s knowledge. 
This “correspondent” relationship might 
be extended (wiih appropriate provi- 
sions in the instrument) to the actual 
administration of estates and _ trusts, 
particularly with respect to investment 
management, with the smaller bank 
serving as the named fiduciary, and 
having day-to-day contacts with the 
customer and beneficiaries. 


“In 1920 there were no American In- 
stitute of Banking courses in trust bus- 
iness; no Graduate School of Banking; 
no Trust Bulletin. There was Trust Com- 
panies Magazine, which has been _ pub- 


lished continuously since 1904 and was 
and (as Trusts and Estates) still is a 
beacon light for trustmen.” 
From Gilbert T. Stephenson’s ad- 
dress at 1950 Mid-Winter Trust 
Conference. 
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Investments 


T the Investments shop talk session. 

which was under the leadership of 
Phillip P. Nolte, vice president, First 
Wisconsin Trust Co., Milwaukee, Wil- 
liam A. Hobbs, vice president of The 
National City Bank of Cleveland, dis- 
cussed distribution of investments 
among bonds, preferred and common 
stocks. He pointed out that determina- 
tion of proper distribution would de- 
pend upon analysis of each individual 
situation. He commented on a pattern 
for Common Trust Funds of 50% 
bonds, 15% preferred stock and 35% 
common stock. A breakdown of twelve 
college funds to which he referred 
showed distribution, as of June 1949, 
of 45‘+ bonds, 49.9% common stocks 
and the rest preferred. 


J. Van Dyke Norman, Jr., vice presi- 
dent, Kentucky Trust Co., Louisville, 
stated that fixed income securities still 
make up a substantial portion of funds, 
and said that he doubted there would 
be wide swings in interest rates in the 
future. With governments 
still the principal factor in bonds, the 
panel member was not surprised to see 
them running as high as a third of in- 
portfolios. Observing _ that 
there are many types of revenue bonds, 
not a few of which are eligible, he said 
that it was not possible to generalize 
on municipals, that they must be ana- 
lyzed as would be industrial bonds. 


forseeable 


vestment 


In discussing the use of railroad se- 


curities. Hale Towne, statistician for 
Mercantile-Commerce Bank and Trust 
Co.. St. Louis, recommended invest- 


ment in common stocks of high grade 
equipment companies and in underly- 
ing bond issues. Commons should be 
purchased only after careful considera- 
tion of growth record and opportunity 
for further growth. Values of second 
grade rails and income bonds, he said, 
fluctuate with company earnings like 
stock, The 
varies in direct relation to total national 
income, he remarked, and this was in 
its second decline since 1920. Though 
the prospect for 1950 earnings was im- 
proved as a result of the impact of the 
full effect of recent rate increases, addi- 
tional earnings are extremely doubtful 
for all but a few roads. Increased labor 
costs (approximately 50% of cost), 
other labor pressures and government 
restrictions leave improved operating 
efficiency as the only sources of added 
rail earnings. Mr. Towne recommended 


common railroad business 
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that only a small amount of trust funds 
be invested in railroads at present. 

In reply to the question, “What cate- 
gories of common stock are desirable 
for trust fund investment?” — Paul 
Wren, vice president, Old Colony Trust 
Co., Boston, recommended the follow- 
ing breakdown: 

15% Utilities (not telephone or nat- 

ural gas) 

10° Insurance 
15% Chemicals and Drugs 
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20% Oils, Foods, and Retail Trade 
5‘ (Each) Railroads, Banks, Au- 
tos and Accessories, Containers 
(glass and can), Building (in- 
cluding one paint company), 
Electrical Equipment, Office 
Equipment and Tobacco 
He suggested common stock holdings 
of somewhere between 25% and 45% 
of a trust. Mr. Wren omitted mining 
stock in his breakdown because, he 
said, mining companies are continually 
exhausting replacements. 
On the subject of “Blue chips vs. 
undervalued stocks of less well-known, 
smaller companies,” Mr. Wren saw a 
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continued demand for the blue chips 
because they are more consistent in their 
action in the markets. In discussion, 
Mr. Hobbs observed that it was “difh- 
cult enough” to follow all the stocks 
required, much less search for those 
about to become blue chips. He further 
stated that there was insufficient busi- 
ness to warrant investigation into under- 
valued securities. The best sources of 
undervalued stocks, according to Mr. 
Norman, was in the utility field where 
the dissolution of holding companies 
increases the value of securities among 
some of the former subsidiaries. He 
made the point that the increasing use 
of common stocks by pension funds, 
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insurance companies, and mutual in- 
vestment companies had caused a 
greater demand for the blue chips. 

In discussing the question “What 
percentage of common stock should be 
held in pension trusts?” Mr. Wren 
pointed to the excellent results obtained 
in the balanced funds from an income 
and principal standpoint, in some in- 
stances the percentage of holdings run- 
ning as high as 30%. Mr. Towne said 
that some common stock should definite- 
ly be considered since it requires a 
smaller company contribution and the 
income can be maintained. Mr. Hobbs 
felt that the matter should be consid- 


Smaller Trust 


OME 200 delegates attended the 
rl on Smaller Trust Depart- 
ments which was again conducted un- 
der the leadership of Gilbert T. Stephen- 
son, director of the Trust Research De- 
partment, Graduate School of Banking. 
On the panel were: Arnold W. Hanson, 
trust officer of Bank of Jamestown, 
New York; Ralph A. MclIninch, presi- 
dent of the Merchants National Bank, 
Manchester, N. H.; Chester D. Seften- 
berg, vice president and trust officer of 
First and American National Bank, 
Duluth, Minn.; and Earl E. Thomas, 
vice president and trust officer of The 
Kanawha Valley Bank; Charleston, W. 
Va. 

The following questions (in boldface 
type) were selected from those submit- 
ted to the panel and are arranged ac- 
cording to the respondents. 


By Arnold W. Hanson 


What should be the advertising pro- 
gram of smaller trust depart- 
ments? 


In case your department’s advertis- 
ing program is about the only effort 


ered solely on the merits of the individ- 
ual issue and that the corporation 
should understand the risk involved and 
be willing to share responsibility of in- 
vestment in common stock. 


Replying to the question, “If a trust 
company is not large enough to estab- 
lish its own Common Trust Fund, 
should it invest in Mutual Funds?” Mr. 
Wren brought up the matter of delega- 
ting investment authority, and_ the 
double fee, saying “I recommend the 
use of mutual funds since, in my opin- 
ion, the disadvantages are more than 
outweighed by the advantages of ade- 
quate diversification.” 


Departments 


being made to develop new business, 
then you should spend your advertis- 
material and media 
which will reach the largest possible 
number of people, as for example news- 
paper ads, radio, and possibly tele- 
vision 


ing budget on 


in some areas, pamphlets for 
counter and statement distribution, and 
a chosen monthly publication for mail- 
ing to a rather large mailing list which 
should 
and life underwriters. 


include attorneys, accountants 


lf. however, your advertising pro- 
gram is but a part of an overall busi- 
ness development program, it will be 
desirable to utilize most of the adver- 
tising money by directing your adver- 
tising effort to a smaller prospect list, 
and on special material (such as book- 
lets) to be used in connection with 
personal solicitation. 


How large must a trust department 
be to justify a whole-time busi- 
ness development man? 

Mr. Hanson: There are two other 
considerations which are much more 
important: 1. how much desirable busi- 
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ness is available in your community 
and how much of such business are 
you now getting, and 2. how aggressive 
an effort do you want to put forth to 
get your fair share of the good busi- 
ness that is available. 

Year after year trust departments 
miss countless thousands of dollars of 
commissions because up to 80% of the 
good estate business goes to individuals 
instead of the trust departments. The 
financial implication of a full-time de- 
velopment man is the stumbling block 
for the smaller trust department. 


On what should the business devel- 
opment program of a smaller 
trust department be based and 
who should make it? 


The business development program 
should be based on the question, “How 
broad or how narrow a program shall 
we undertake, pursue and 
through?” For the smaller trust de- 
partment several basic factors should be 
considered before arriving at a con- 
clusion. Some of these are as follows: 


follow 


1. Amount of desirable business 
available in the area 
indicated by a survey of the pro- 


bate court records. 


served as 


2. Amount of money that will be, or 
can be, allotted to the program. 

3. Aggressiveness of competing trust 
departments. 

4. Cost of one program as against 
another, taking into consideration 
probable results. 

5. Availability of ready-made pro- 
grams offered by agencies special- 
izing in promotion work. 

6. Personnel to carry on the pro- 
gram. 

The Trust Officer should make the 
recommendation for the program; the 
decision should rest with management 
and preferably the board of directors. 


What should be the policy of a 
smaller trust department as to 
seeking or accepting employees 
trusts? 

If the pattern has been set by suc- 
cesses obtained to date in some of the 
larger industries, it is more than likely 
that our customers will be inquiring 
whether or not we are ready to take 
on the trusteeship of pension trusts. I 
have no actual experience on which to 
base my remarks, but there is a consid- 
erable amount of detailed clerical work 
involved, a definite necessity for a thor- 
ough knowledge of the field of pension 
trusts, and risks involved that are pecu- 
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liar to that type of business. It is strict- 
ly a volume business and it is difficult 
to say how much volume it is necessary 
to have in order to break even or to 
show a profit. 


There is a good chance that the ac- 
ceptance of pension trusts will create 
a considerable amount of good-will and 
have a definite advertising value to the 
commercial end of the bank —if the 
business is administered creditably. The 
alternative appears to be to direct in- 
quiries and the business to our corre- 
spondents in the larger cities who are 
already established in the business, 
perhaps on a finder’s fee basis. 











How can a smaller trust department 
best familiarize its staff with es- 
tablished and approved policies, 
procedures, and practises? 


I think this question can be answered 
with three words—Explanation, Experi- 
ence, Education. The first two do not 
require further comment. As to educa- 
tion, the staff should be encouraged to 
read current trust literature, such as 
The Trust Bulletin and Trusts AND 
EsTaTEs, as well as textbooks. A.I.B. 
courses should be taken. The staff 
should be familiar with the publications 
and promotional material used in the 


(Continued on page 186) 
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any individual transaction— our interest in 
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the sum total knowledge 


acquired and efficiency gained operates to 
the benefit of a// our clients. 


Through daily trading in large num- 
bers of securities, wenecessarily have 
an intimate and current understand- 
ing of both securities and market 
conditions. Further, we make it a 
point to stay informed on any matters 
likely to be of interest, so that when 
called upon we can render imme- 
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Base index number of 100 | is the ‘offering price on 
Founded 1784 COL. 6, 7 


7, and 16 arrived at as follows: To the bid prices at the respective dates indicated 
date and the resultant sum is divided by the 1939 base offering price. 
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(Continued from page 183) 
business development program so that 
they will be alert to direct prospects to 
the officer in charge of new business. 
Some trust departments have a hand- 
book to familiarize new employees with 
policies, practises, and general terms 
used in trust business. 


By Ralph A. MclIninch 


Is there a manual of operations de- 
signed and available to smaller 
trust departments? 


The Committee of Trust Operations 
of the Trust Division is currently per- 
fecting a manual of operations that 
should soon be available to members. 
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Are common trust funds feasible, 
desirable, and economical for 
smaller trust departments? 


First, are we going to have a fund 
whose assets are confined to legal se- 
curities or a discretionary common 
trust fund? In answering this point, 
each trust instrument should be re- 
viewed to see where it fits in this pat- 
tern. Only thus will we know the po- 
tential for a common trust find in our 
department regardless of the size of the 
department. The establishment of a 
common trust fund should be deferred. 
If you can have a common trust fund 
of at least $500,000 to $1,000,000 and 
can give it more than average invest- 
ment and accounting supervision, its 
establishment even for a small trust 
department would appear to have some 
advantages. It is essential that the fund 
be given excellent investment sup®rvis- 
ion so as to avoid any of the potential 
vulnerabilities that may arise from 
mediocre investment supervision. Care, 
likewise, should be shown in setting up 
the books as too frequent dates of 
entrance to and withdrawal from the 
fund present accounting problems and 
make the fund more costly to handle. 
Suggestions have been made that it be 
possible to permit smaller trust depart- 
ments to enjoy participation in the 
common trust funds established in the 
larger banks. 


How can the smaller trust depart- 
ment get the necessary informa- 
tion for the proper supervision 
of its trust investments? 


Real estate, mortgages and the like 
present their own individual problems 
which are best solved on the local 
level. Information is readily available 
today on almost any stock or bond. 
Annual reports of the various com- 
panies are extremely exhaustive, and 
we have the trade services, the invest- 
ment manuals and current investment 


periodicals as well as many correspond- 
ent banks with well equipped invest- 
ment departments that are more than 
pleased to make this service available 
to their customers. 


The problem is not one of getting 
necessary information but making sure 
there is the trained personnel to evalu- 
ate and interpret all of this informa- 
tion. Here the investment officer in the 
commercial department may be help- 
ful. Let us not have too many four 
o’clock trust departments that are step- 
children of some other department of 
the bank and are run on a part time 
basis. We can use the know-how of vari- 
ous people in these other departments 
but the trust department should find 
means to attract able supervision or 
seriously consider relinquishing _ its 
activities in this field. 


What should be the policy about 
making or having the attorney 
make estate tax returns and pro- 
bate court returns? 


The philosophies of the corporate 
fiduciary and the attorney as to the 
role each plays and the reward each 
should receive in estate tax and pro- 
bate court matters differ widely. It is 
difficult to recite a precise policy but 
some of the factors to be evaluated in 
considering a policy can be pointed 
out. First—it should be reemphasized 
that it is the fiduciary who has the 
legal responsibility and hence liability 
for the estate tax return and reports to 
the probate court. Therefore, the first 
question to be answered is—do you as 
corporate fiduciary feel competent to 
prepare these returns? Further, attor- 
neys—like each of us—also differ in 
ability and competency. If we have a 
high regard for the attorney for the 
account, there would appear to be no 
material disadvantage and perhaps some 
advantage in having him prepare these 
returns. 


SPECIALIZING IN THE SETTLEMENT OF ESTATES 
FOR 63 YEARS 


Trust Funds over $275,000,000 


FIDELITY TRUST COMPANY 
PITTSBURGH, PA. 
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Sometimes it is as time consuming 
and therefore as costly to furnish dupli- 
cates of all of the pertinent records for 
the attorney as it is to have the returns 
prepared in the bank. Perhaps it would 
be easier and as helpful to ask the 
attorney to review the returns after they 
have been prepared by the staff of the 
fiduciary. Either way, I believe it can 
generally be said, the cost to the estate 
or trust is not any greater. The answer 
to the question will also depend in large 
part on local custom and understanding. 


By Chester D. Seftenberg 


What can the smaller trust depart- 
ment do to be assured of fair and 
reasonable compensation? How 
can it avoid fee cutting? How can 
it properly decline an account 
which will be unprofitable or 
which it is not prepared to han- 
dle? 

First, there must be a cognizance of, 
the fact that a 
trust department must be treated as a 
business enterprise in its charges—and 
in its acceptance of proferred business— 


and an adherence to. 


as well as in its services. There must be 
recognition of the fallacy of accepting 
any proffered business. and accepting 
substandard rate. 
with the expectation thereby of winning 


it at a nominal or 
and holding customers for the banking 
department, or gaining future trust busi- 
ness. 

Second, there must be a formulation 
of. and adherence to, a sound accept- 
ance policy. You cannot “lose on every 
sale. but make your profit on volume.” 
The facilities, capabilities and limita- 
tions of a given department must be 
objectively and realistically analyzed. 
and the policy formulated on that analy- 
sis. There should be no embarrassment 
in rejecting a piece of business, when 
such policy indicates it to be outside 
the scope of ability of the department 


properly to accomplish the responsi- 
bility. “A trust department is under no 
obligation, moral or legal, to accept 
all business that is offered.” 


Third, the Board should adopt a 
schedule of fees, available for exhibit 
or distribution to prospective customers, 
which should be applied impartially to 
all accepted business. The schedule 
should be based on established costs of 
rendering the service, with recognition 
of the need for compensation for the 
responsibility assumed as well as the 
service rendered. 


Fourth, constant effort must be ex- 
pended to make certain that trust de- 
partment (and executive bank) person- 
nel know, understand, appreciate and 
adhere to those policies and schedules, 
treating each account on its merits. 

Fifth, trust instruments, providing for 
fee rather than “reasonable 
compensation in accordance from time 
to time with its established schedule of 
fees.” should be avoided. 


a fixed 


The cooperative effort of the Trust 
Division of the Illinois Bankers Asso- 
ciation in this regard can well be stud- 
ied as an example of how the smaller 
departments can accomplish this rec- 
ommendation. 


How can a smaller trust department 
he kept from becoming a “one- 
man” department? 


Through recognition by the trust offi- 
cer of the fact of the mortality and dis- 
pensability of man, and a willingness to 
delegate responsibility to the fullest de- 
commensurate with the number, 
and capacities, of the staff available. It 
may surprise many a trust officer how 
well certain details and responsibilities 
can be handled by his secretary, or a 
junior, when given the opportunity to 
broaden his or her responsibility. 
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tionship of beneficiary with the trust 
officer is one of the advantages enjoyed 
by the smaller department. But that 
should not bar the introduction of the 
beneficiary to other department person- 
nel, or bringing such personnel into 
occasional conference when the subject 
relates to the “specialty” of that person- 
nel. 


This danger can be avoided by 
1. Delegation and division of re- 
sponsibility among the entire staff. 


2. Stressing the fact that the bank 
and not the trust officer is the fi- 
duciary. 


Missouri‘s 


Largest 


Fiduciary 


This company engages 
only in the trust busi- 
ness. It does no banking 
business. It accepts no 
deposits subject to 
check. 


It administers more 
trust property than any 
other Missouri financial 
institution. 


It is the oldest trust 
company in Missouri. 


For ancillary service 
in Missouri or South- 
western Illinois consult 


ST. LOUIS UNION 
TRUST COMPANY 
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3. Stressing the “team” idea, reco- 
gnizing that each member contrib- 
utes his part toward the admini- 
stration of the account. 


4. A definite program of training for 
succession—each learning the job 


ahead of him. 


How can a smaller trust department 
redesign its operations, reports, 
records, etc. so as to make each 
operation serve the greatest num- 
ber of purposes? 

By recognizing that books, records, 
reports, etc. are but means to an end. 
The smaller department must effect as 
many time and labor saving methods 
as possible to give the desired result. 


From the time the initial entries are 
prepared, care must be taken that all 
of the information necessary for various 
“tools” is included, and duplicating 
efforts are eliminated. For example, if 
a book value is used, it should be mean- 
ingful; inherited or cost value would 
give information for several purposes 
that a nominal or arbitrary book value 
would not. The annual report can be 
set up to serve also for the annual in- 
vestment review; barring the log-jam 
difficulty at the end of the year of all 
or a bulk of the account being on a 
calendar year basis, the report can be 
set up so as to provide data from which 
to prepare income tax returns. Initial 
records can be prepared in multiple for 
the various types of filing of investments 
(i.e. by trust, by investment, by duties 
dates). 

Files, records, memoranda must be 
carefully and fully prepared initially, 
to avoid time-wasting search later by 
other, and higher priced, personnel. In 
the larger departments the making and 


filing of memoranda is routine; in the 
smaller department the one and only 
trust officer is likely to carry much high- 
ly important information in his head 
and not in writing. 


How can trust service best be 
brought to the man of property 
in a trade area that does not have 
a trust institution? 


One large and aggressive department 
has held a series of dinner meetings to 
which officers of its correspondent banks 
have been invited. The trust story has 
been told to them, with particular em- 
phasis on the value of such service to 
the smaller bank’s customer. No fee 
splitting arrangement is involved. As- 
surance is given that established bank- 
ing relationships will not be violated. It 
has been put strictly on the basis of a 
valuable service, for the customer. 
which the larger bank can render. The 
smaller bank’s reward has been the sat- 
isfaction in fully taking care of a cus- 
tomer’s needs through its correspondent 
bank connection. 


How best can a smaller trust depart- 
ment improve its relations with 
the other departments of the 
bank? 


1. Arrange for appearances by trust 
personnel at meetings of the bank offli- 
cers, and employees, to explain the trust 
department, interesting and important 
changes in tax laws, etc. 

2. While guarding against going to 
the well too often, lose no appropriate 
opportunity to sell the department and 
its services to the other departments. 

3. Exhibit a willingness to help in 
their problems. The trust department 
can bring new business to the banking 
department. 


4. Arrange a continuing educational 
program, showing the bank officers how 
trust services can assist and be of value 
to their banking customers. 

5. Avoid a_ negative, complaining, 
self-pitying attitude on the part of the 
trust department. 

6. Be certain to give credit and ac- 
knowledgment to the bank officer when 
he has assisted in initially effecting a 
relationship with a new trust customer 
or account; keep him informed of pro- 
gress on a prospect he has suggested. 

7. The trust officer should avoid exile 
to the rarified atmosphere of the fiduci- 
ary clouds, and make it a point to pre- 
serve acquaintanceship with the other 
bank officers as individuals. 


By Earl E. Thomas 


How large should a trust depart- 
ment be before it mechanizes and 
what mechanizing devices should 
it adopt? 

When the department gets beyond 
the one man and a secretary stage and 
it becomes apparent that an increase in 
personnel will be necessary in order to 
do each day’s work that day, it is time 
to begin looking at machines to save 
both time and A typewriter- 
bookkeeping speed up 
posting the necessary the 
ledger and extend balances accurately, 
and at the same operation make carbon 
copies of the ledger that can be used 
for beneficiary statements. A duplica- 
ting machine will make short work out 
of many a long and tedious job of copy- 
ing. An addressograph will prepare lists, 
entries and checks rapidly. And dicta- 
ting machines will save time for both 
the executive and his stenographer. 


money. 


machine will 


entries on 
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THE NEW LOOK IN FINANCIAL 
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Here is a section of a new mural that is to decorate the American Trust Company, Charlotte, North Carolina, in quarters to be opened 
in the middle of this month. The whole mural shows vividly the advance of the Tar Heel State from the days of armored conqueror 
and Indians to the modern time of justice, industry and prosperity. 
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It is not only feasible but highly de- 
sirable, for the trust department to 
share mechanical devices with the bank- 
ing department or with another depart- 
ment, if there is idle time available on 
the machine. The trust department is in 
an exceptionally fortunate position be- 
cause it does not usually have to oper- 
ate on such a rigid schedule of meeting 
daily deadlines. Most of the work can 
be scheduled ahead or delayed a few 
hours. 


The person responsible for trust de- 
partment operation should make occa- 
sional trips around the bank to see if 
any of the mechanical equipment is 
idle part of the time and consider 
whether that time could be put to good 
use by the trust department. 


What should be the policy of small- 
er trust departments about pre- 
paring income tax returns? 


I am opposed to the trust department 
making income tax returns for three 
reasons. The first is that the trustman 
has enough to do without trying to 
make an income tax specialist of him- 
self. Secondly, if the trustman goes into 
the income tax business, he is taking 
business away from the accountant and 
that is the poorest kind of public rela- 
tions. And, third, the trustman who gets 
into the business of making income tax 
returns will soon find that he is giving 
much too much of his time to people 
who are not, and never will be, pros- 
pects for trust service. 


What types of self-dealing and con- 
flicts of interest must the smaller 
trust department be on guard 
against? 

Any sale or purchase of property, or 
failure to sell or buy, -any rental or 
lease, any failure to press collection, 
etc., that affects the personal interest of 
any director or officer of the bank (or 
in a small bank. even stockholders or 
employees) may be construed to be an 
act to the detriment of the trust in favor 
of these interested individuals and, 
therefore, self-dealing. These conflicting 
interests may arise more frequéntly in 
small communities where business asso- 
ciations are concentrated in a smaller 
group of people. Where the bank finds 
itself holding blocks of its own stock in 
trust, the trust officer may find it quite 
difficult to apply the same standards 
that he would .apply to any other in- 
vestment. 


What should be the policy about 
employing part-time persons in 
the smaller trust department? 


-Marcn 1950 


Your first question is whether the 
commercial side of the bank has an 
employee who has sufficient time to do 
the extra load in the trust department. 
If you find such a person in another 
department, and he is otherwise quali- 
fied for trust department work, he 
should be assigned to the trust work 
only if arrangements can be made to 
consider his trust department duties to 
be first in importance. Taking such a 
person for part-time work can only 
mean that you expect him to become a 
full-time employee when the growth of 
the department warrants. With such a 
goal in mind, the training effort is 
worthwhile but there is no point in 
spending the time to teach trust work 
to a man who will pull away from it in 


a few months because his other part- 
time job has become a full-time job. 


What would you do in a case where 
you think the sole commission of 
3% on income is inadequate? 
The questioner says he thinks the fee 

is too small. He should know. If the 

account cannot be handled profitably 
on a 5% of income basis one of two- 
things can be done. 


1. If you live in a state that allows 
“reasonable compensation” (but usu- 
ally follows the 5% rule), ask the court 
for increased annual compensation. 

2. Make arrangements with the bene- 
ficiaries permitting adequate compen- 
sation to be charged. This cannot be 
done as to the interest of infants. 


Cost Accounting 


VER 300 heard the Cost Account- 

ing panel urge general uniformity 
in trust cost analysis as the only logical 
basis for adequate fees and comparative 
studies. Application of the ABA system 
has been known to result in increased 
income double the cost of the study in 
less than a year, and is simple and 
inexpensive to make, according to 
members of the association committee. 
Such analyses are still lacking in the 
majority of trust departments, although 
good systems were developed as early 
as 1922 (by Guaranty Trust Co. of New 
York) and became the base for realistic 
fee schedule revisions. 


If loose talk about fiduciary losses, 
with its demoralizing effect on both 
bank management and trustmen, is to 
be avoided, factual data and proper 
allocations of overhead are a necessity, 
as they are also for frank discussion in 
renegotiation of old accounts and in 
new business discussions. Unless such 
steps are taken, it was remarked, there 
may be a “command performance” 
ordered by top bank management which 


may not present trust departments to. 
best advantage. 


Although there are many ways of 
making a cost analysis, the ABA 
method has been found suitable to 
larger as well as small departments, and 
although kept simple it has been shown 
by tests to come within fractions of 
results obtained by more _ elaborate 
formulae. Bank controllers are recogniz- 
ing that it is their duty to supply de- 
partmental data for control purposes as 
well as for comparison with other in- 
stitutions or averages. They enable 
weak spots or losing accounts to be 
corrected before they drag down the 
departmental showing. 


Leader of this panel was Robert A. 
Wilson, vice president, The Pennsyl- 
vania Company for Banking & Trusts, 
Philadelphia. With him were William 
G. Cleaver, vice president and trust 
officer, First National Bank & Trust Co., 
New Haven; Harold E. Randall, vice 
president, First National Bank, Boston; 
and William J. Weig, 2nd vice presi- 
dent, Guaranty Trust Co., New York. 
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T the recent annual convention of 

the Life Underwriters Association 
where I had the privilege of meeting, 
once again, quite a number of life un- 
derwriters from all parts of the country 
who had either sat in my seminars or 
with whom I had occasion to visit from 
time to time. I was greatly disturbed 
over the number who sought me out 
to tell of disappointing experiences with 
local fiduciaries. They told very much 
the same story, namely, of having taken 
a case to a local corporate fiduciary 
and. after discussing it with the new 
business man, had heard nothing further 
from him. but later learned that the 
estate owner had appointed the institu- 
tion as trustee. with the doors closed to 
them. 

I have had equally justified criticisms 
of life underwriters from many trust 
officers. There are of course, always two 
sides to every question and I heard the 
story only from one side. The point I 
wish to make, however, is that there 
should never have been an opportunity 
for such situations to arise. It is evident 
that in each instance, one or both of 
the parties misunderstood the other. 
None of these instances could have oc- 
curred if both parties had combined as 
a team and had subordinated their own 
selfish interests. 

Maybe these are isolated instances 
but they represent so many different 
parts of this country, cities where a 
great deal has been said about collabor- 
ation in these particular cases the life 
underwriters are capable, intellectually 
honest and sincere. Instead of indicating 
resentment. they seemed disappointed 
and disillusioned. 

Even though they are exceptions to 
the general rule, they are symptomatic. 
‘They reflect mental attitudes among 
trustmen and underwriters that are ini- 
mical to closer and more profitable re- 
lationships and can defeat the purposes 
of local trust councils or estate plan- 
ning forums. Fine as are the type and 
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character of such councils and forums 
throughout the country, and the or- 
ganized programs which many fiduciary 
institutions are conducting for the bene- 
fit of underwriters, it must be borne 
in mind that collaboration is first and 
last a personal relationship between in- 
dividuals who derive satisfaction from 
working together. It stems from a mu- 
tual respect, common interests, com- 
mon belief in the same things and a 
sincere desire to be helpful to each 
other, as well as to those whom both 
serve. Opportunities for profitable ser- 
vice are well nigh automatic in such a 
relationship—much automatic 
than when they are the basis for it. 
Surely, the imperishable philosophy of 
“Do unto others as you would that they 
do unto you,” is a dependable founda- 
tion for collaboration, particularly when 
one seeks to do it first. 


more 


Avoiding “Unauthorized Practice” 


I recently received a communication 
from an outstanding Estate Planner ex- 
pressing perturbation over the attitude 
of the local bar association toward 
estate planning. | think it is time to 
“lay the ghost” of “unauthorized prac- 
tice of law.” A great mistake is made in 
attempting to be technical in its inter- 
pretation, for there are just as many 
interpretations as there are individuals. 
This statute need never be a threat. It 
is not a sword of Damocles hanging 
over the head of any individual who 
appreciates its common sense principles. 

It accomplishes two things: it pro- 
tects the public against erroneous and 
incompetent advice with regard to 
matters involving the application of law, 
and, with ample justification, protects 
the attorney, who must meet certain 
qualifications in order to _ practice, 
against the competition of those who 
neither have standing as legal consel 
nor have been compelled to meet the 
same requirements. No estate analyst 
or planner need ever concern himself 


as to whether or not he is violating this 
prohibition if he follows the following 
procedure: 


1. Consult with the estate owner’s 
attorney before beginning analysis 
of the problems of the estate. 


Ny 


Consult with the attorney as legal 
questions or questions requiring 
the application of the principles of 
law arise in connection with the 
analysis. 

3.-Interpret the opinion of the estate 
owner's counsel arithmetically, in- 
stead of giving his own. 

4. When the analysis has been com- 
pleted, present it and the report 
(if there is a report) to the at- 
torney for a joint review, bearing 
in mind the attorney is under an 
obligation to his client, who has 
authorized him to collaborate with 
the planner, to check the analysis 
with its findings and recommenda- 
tions. Any differences of opinion, 
any misconceptions, will thus be 
eliminated and a report which rep- 
resents the combined opinions of 
the analyst or planner and the at- 
torney will be presented to the 
client. 

5. Arrange with the attorney for the 

delivery of the report. 


If the planner sincerely 
follow this procedure and the attorney 
collaborates therein, both will do a 
better job for those to whom they are 
responsible and the “ghost will be laid.” 


attempts to 


Council News 


Pittsburgh Life Insurance Trust 
Council held its regular monthly meet- 
ing on Thursday, March 9, at the Wil- 
liam Penn Hotel. Following the past 
three-year custom, this dinner meeting 
was a joint one between the Life Mana- 
gers Association, the Corporate Fiduci- 
aries Association of Allegheny County 
and the Allegheny Bar Association. The 
speaker was Edward N. Polisher, of the 
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Philadelphia Bar, author of “Estate 
Planning and Estate Tax Saving.” 


Milwaukee Life Insurance and 
Trust Council held its annual meeting 
January 18. Fernand Patternotte, Sec- 
retary of the Wisconsin Investment 
Company, addressed the group on “The 
Current Economic Situation.” 

Fort Worth Trust Council, whose 
program was detailed in the February 
issue, held its regular meeting on Feb- 
ruary 20, and continued its considera- 
tion of the estate of Mr. and Mrs. John 
Jones. Charles W. Hamilton, vice presi- 
dent and trust officer of the National 
Bank of Commerce, Houston, spoke on 
“Trust Administration Experiences.” 

Cleveland Association of Estate 
Analysts. About four years ago, a 
group of life underwriters who habitu- 
ally used estate analysis and planning 
in connection with their regular work, 
and representatives of trust companies 
in Cleveland, formed “The Cleveland 
Association of Estate Analysts,” whose 
purpose was to devote their meetings 
to study and consideration of estate 
problems exclusively. For the last two 
years, this group devoted each 
meeting to some pertinent aspect of 
estate analysis, and attorneys, special- 
izing in this particular branch, have 
been the speakers. Following the ad- 
dress, the meeting is thrown open for 
discussion, particularly with respect to 
the application of the matters discussed 
by the speaker to specific problems. The 
following is a list of the subjects dis- 
cussed over the last two years: 


has 


Estate Taxability of Life Insurance 
Valuation of Assets of Decedents 
Valuation of Real Estate of Decedents 
1948 Revenue Act, Marital Deduction 


Allocation of indebtedness against pledged 
Life Insurance policies 


Real Estate transactions incident to settle- 
ment of Estates 

Holding Companies 

Regulation, 1948 Revenue Act 

Voting Trusts 

Valuation of closely held stock 

Disposal of closely held stock at death 

Sale of closely yheld stock during life 

Ohio Law on stock purchase and partner- 
ship agreements 

Charitable Bequests 

a dividend, 


Distribution equivalent to 


Sec. 115G 

Professional Partnership Agreements 

Deferred Compensation 

It is the custom to invite each speaker 
to attend all subsequent meetings of the 
group. As a result, an increasing num- 
ber of practicing attorneys attend and 
participate in the discussion. 


A A A 


Attention Arresters From 
Recent Trust Ads 

Some attention-getting title-lines from 
recent trust advertisements are: 

“ ‘Illegal’ Provisions in Your Will”— 
Commerce Union Bank, Nashville, 
Tenn. 

“Experience or Experiment?” — Vir- 
ginia Trust Co., Richmond, Va. 

“His Will said This’—“But This Is 
What He Really Meant”—Trust Com- 


pany of Georgia, Atlanta, Ga. 





Search for Jewels 


If you desire to sell precious jewelry of fine quality, worth more 
than $1000... give Van Cleef & Arpels the opportunity to bid for 


its purchase. Fifty years of confidence from our customers has 


made our international reputation. 


Van Cleef & Arpels maintain a constant search for the bes: so 


diamonds and other precious gems. We are especially interested 


in the purchase of estate jewels from Executors and ‘Lrustees and 


invite their inquiries. 


VAN CLEEF «& ARPELS 


World famous French designers and manufacturers of precious jewelry 


744 FIFTH AVENUE, NEW YORK »* PLaza 5-0740 
*PALM BEACH - NEWPORT - PARIS - LONDON - MONTE CARLO + CANNES + DEAUVILLE 
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WHICH PAGE WILL YOUR DAUGHTER READ? 





“She needs you. But will she always have 
you?” asks the State-Planters Bank and Trust 
Co., of Richmond, in this effective adver- 
tisement. “Provide as much life insurance 
as you can afford. Be sure your insurance is 
programmed by a life underwriter. Make 
your will to protect those you leave behind. 
Be sure it is drawn by an attorney. Then 
select a competent, experienced executor and 
trustee, such as State-Planters Bank and 
Trust Company.” Thumb-nail pictures show 
a life underwriter and the family program- 
ming the insurance, lawyer and family set- 
ting up the will, and the conference with 
the trust officer. 


“His home-made will proved costly 
for his brother”—First National Bank, 
Akron, O. 


“lll do anything in the world for 
them”—National Newark & Essex Bank- 
ing Co., Newark, N. J. 


“Safe, Sound . . . and Useless’”—Se- 
curity Trust Co., Rochester, N. Y. 


Here... 
In Florida 


The First National Bank of 
Miami offers you and your cus- 


tomers the same high quality 


of complete trust service they 
have a right to expect anywhere. 
All fiduciary matters—includ- 
ing cooperative ancillary ad- 
ministration—are given special 
attention. Inquiries welcome. 


TRUST DEPARTMENT 


The 
First National Bank 


of MIAMI 


Miami’s Oldest . . Florida's Largest 
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T the recent annual convention of 

the Life Underwriters Association 
where I had the privilege of meeting, 
once again, quite a number of life un- 
derwriters from all parts of the country 
who had either sat in my seminars or 
with whom | had occasion to visit from 
time to time. I was greatly disturbed 
over the number who sought me out 
to tell of disappointing experiences with 
local fiduciaries. They told very much 
the same story, namely, of having taken 
a case to a local corporate fiduciary 
and, after discussing it with the new 
business man, had heard nothing further 
from him. but later learned that the 
estate owner had appointed the institu- 
tion as trustee, with the doors closed to 
them. 

I have had equally justified criticisms 
of life underwriters from many trust 
officers. There are of course, always two 
sides to every question and I heard the 
story only from one side. The point | 
wish to make, however, is that there 
should never have been an opportunity 
for such situations to arise. It is evident 
that in each instance, one or both of 
the parties misunderstood the other. 
None of these instances could have oc- 
curred if both parties had combined as 
a team and had subordinated their own 
selfish interests. 

Maybe these are isolated instances 
but they represent so many different 
parts of this country, cities where a 
great deal has been said about collabor- 
ation in these particular cases the life 
underwriters are capable, intellectually 
honest and sincere. Instead of indicating 
resentment, they seemed disappointed 
and disillusioned. 

Even though they are exceptions to 
the general rule, they are symptomatic. 
‘They reflect mental attitudes among 
trustmen and underwriters that are ini- 
mical to closer and more profitable re- 
lationships and can defeat the purposes 
of local trust councils or estate plan- 
ning forums. Fine as are the type and 
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ESTATE ANALYSIS 


om ACTION 


HEMAN T. POWERS 


Powers System of Estate Analysis, Cleveland 


character of such councils and forums 
throughout the country, and the or- 
ganized programs which many fiduciary 
institutions are conducting for the bene- 
fit of underwriters, it must be borne 
in mind that collaboration is first and 
last a personal relationship between in- 
dividuals who derive satisfaction from 
working together. It stems from a mu- 
tual respect, common interests, com- 
mon belief in the same things and a 
sincere desire to be helpful to each 
other, as well as to those whom both 
serve. Opportunities for profitable ser- 
vice are well nigh automatic in such a 
relationship—much more automatic 
than when they are the basis for it. 
Surely, the imperishable philosophy of 
“Do unto others as you would that they 
do unto you,” is a dependable founda- 
tion for collaboration, particularly when 
one seeks to do it first. 


Avoiding “Unauthorized Practice” 


I recently received a communication 
from an outstanding Estate Planner ex- 
pressing perturbation over the attitude 
of the local bar association toward 
estate planning. I think it is time to 
“lay the ghost” of “unauthorized prac- 
tice of law.” A great mistake is made in 
attempting to be technical in its inter- 
pretation, for there are just as many 
interpretations as there are individuals. 
This statute need never be a threat. It 
is not a sword of Damocles hanging 
over the head of any individual who 
appreciates its common sense principles. 

It accomplishes two things: it pro- 
tects the public against erroneous and 
incompetent advice with regard to 
matters involving the application of law, 
and, with ample justification, protects 
the attorney, who must meet certain 
qualifications in order to practice, 
against the competition of those who 
neither have standing as legal consel 
nor have been compelled to meet the 
same requirements. No estate analyst 
or planner need ever concern himself 


as to whether or not he is violating this 
prohibition if he follows the following 
procedure: 

1. Consult with the estate owner’s 
attorney before beginning analysis 
of the problems of the estate. 


N 


- Consult with the attorney as legal 
questions or questions requiring 
the application of the principles of 
law arise in connection with the 
analysis. 

3.-Interpret the opinion of the estate 
owner's counsel arithmetically, in- 
stead of giving his own. 

4. When the analysis has been com- 
pleted, present it and the report 
(if there is a report) to the at- 
torney for a joint review, bearing 
in mind the attorney is under an 
obligation to his client, who has 
authorized him to collaborate with 
the planner, to check the analysis 
with its findings and recommenda- 
tions. Any differences of opinion, 
any misconceptions, will thus be 
eliminated and a report which rep- 
resents the combined opinions of 
the analyst or planner and the at- 
torney will be presented to the 
client. 

5. Arrange with the attorney for the 

delivery of the report. 


If the planner sincerely attempts to 
follow this procedure and the attorney 
collaborates therein, both will do a 
better job for those to whom they are 
responsible and the “ghost will be laid.” 


Council News 


Pittsburgh Life Insurance Trust 
Council held its regular monthly meet- 
ing on Thursday, March 9, at the Wil- 
liam Penn Hotel. Following the past 
three-year custom, this dinner meeting 
was a joint one between the Life Mana- 
gers Association, the Corporate Fiduci- 
aries Association of Allegheny County 
and the Allegheny Bar Association. The 
speaker was Edward N. Polisher, of the 
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Philadelphia Bar, author of “Estate 
Planning and Estate Tax Saving.” 


Milwaukee Life Insurance and 
Trust Council held its annual meeting 
January 18. Fernand Patternotte, Sec- 
retary of the Wisconsin Investment 
Company, addressed the group on “The 
Current Economic Situation.” 

Fort Worth Trust Council, whose 
program was detailed in the February 
issue, held its regular meeting on Feb- 
ruary 20, and continued its considera- 
tion of the estate of Mr. and Mrs. John 
Jones. Charles W. Hamilton, vice presi- 
dent and trust officer of the National 
Bank of Commerce, Houston, spoke on 
“Trust Administration Experiences.” 

Cleveland Association of Estate 
Analysts. About four years ago, a 
group of life underwriters who habitu- 
ally used estate analysis and planning 
in connection with their regular work, 
and representatives of trust companies 
in Cleveland, formed “The Cleveland 
Association of Estate Analysts,” whose 
purpose was to devote their meetings 
to study and consideration of estate 
problems exclusively. For the last two 
years, group devoted each 
meeting to some pertinent aspect of 
estate analysis, and attorneys, special- 
izing in this particular branch, have 
been the speakers. Following the ad- 
dress, the meeting is thrown open for 
discussion, particularly with respect to 
the application of the matters discussed 
by the speaker to specific problems. The 
following is a list of the subjects dis- 
cussed over the last two years: 


this has 


Estate Taxability of Life Insurance 
Valuation of Assets of Decedents 
Valuation of Real Estate of Decedents 
1948 Revenue Act, Marital Deduction 


Allocation of indebtedness against pledged 
Life Insurance policies 


Real Estate transactions incident to settle- 
ment of Estates 


Holding Companies 

Regulation, 1948 Revenue Act 

Voting Trusts 

Valuation of closely held stock 

Disposal of closely held stock at death 

Sale of closely yheld stock during life 

Ohio Law on stock purchase and partner- 
ship agreements 

Charitable Bequests 

Distribution 
Sec. 115G 

Professional Partnership Agreements 


a_ dividend, 


equivalent to 


Deferred Compensation 

It is the custom to invite each speaker 
to attend all subsequent meetings of the 
group. As a result, an increasing num- 
ber of practicing attorneys attend and 
participate in the discussion. 


A A A 


Attention Arresters From 
Recent Trust Ads 

Some attention-getting title-lines from 
recent trust advertisements are: 

“‘TIlegal’ Provisions in Your Will”— 
Commerce Union Bank, Nashville, 
Tenn. 

“Experience or Experiment?” — Vir- 
ginia Trust Co., Richmond, Va. 

“His Will said This’—‘“But This Is 
What He Really Meant”—Trust Com- 
pany of Georgia, Atlanta, Ga. 





Search for Jewels 


If you desire to sell precious jewelry of fine quality, worth more 
than $1000... give Van Cleef & Arpels the opportunity to bid for 


its purchase. Fifty years of confidence from our customers has 


made our international reputation. 


Van Cleef & Arpels maintain a constant search for the best us 


diamonds and other precious gems. We are especially interested 


in the purchase of estate jewels from Executors and ‘Lrustees and 


invite their inquiries. 


VAN CLEEF ae ARPELS 


World famous French designers and manufacturers of precious jewelry 


744 FIFTH AVENUE, NEW YORK ° PLaza 5-0740 
“PALM BEACH - NEWPORT - PARIS - LONDON - MONTE CARLO + CANNES + DEAUVILLE 
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WHICH PAGE WILL YOUR DAUGHTER READ? 





“She needs you. But will she always have 
you?” asks the State-Planters Bank and Trust 
Co., of Richmond, in this effective adver- 
tisement. “Provide as much life insurance 
as you can afford. Be sure your insurance is 
programmed by a life underwriter. Make 
your will to protect those you leave behind. 
Be sure it is drawn by an attorney. Then 
select a competent, experienced executor and 
trustee, such as State-Planters Bank and 
Trust Company.” Thumb-nail pictures show 
a life underwriter and the family program- 
ming the insurance, lawyer and family set- 
ting up the will, and the conference with 
the trust officer. 


—_-— 





“His home-made will proved costly 
for his brother”—First National Bank, 
Akron, O. 


“I'll do anything in the world for 
them”—National Newark & Essex Bank- 
ing Co., Newark, N. J. 

“Safe, Sound . . . and Useless’”—Se- 
curity Trust Co., Rochester, N. Y. 


Here... 
In Florida 


The First National Bank of 
Miami offers you and your cus- 
tomers the same high quality 
of complete trust service they 
have a right to expect anywhere. 
All fiduciary matters—includ- 
ing cooperative ancillary ad- 


ministration—are given special 


attention. Inquiries welcome. 


TRUST DEPARTMENT 


The 
First National Bank 


of MIAMI 


Miami's Oldest . . . Florida’s Largest 








THE JUNIOR ADVISORY BOARD 


KEY TO BANK MANAGEMENT-EMPLOYEE COOPERATION 


ROBERT L. DUNCAN 


. President, Harvard Trust Company, Cambridge, Mass. 


- ——— _ 





Junior Board of Directors of Harvard Trust Company 


JG‘ VERYONE in the bank. manage- 

ment and employees, has a mutual 
interest in the success of the bank and 
the Junior Advisory Board was designed 
to further that common end. It permits 
employees to become articulate and fos- 
ters a freedom of expression about the 
way the bank is conducted that, in my 
opinion, would not ordinarily be other- 
wise achieved. 

In addition, I feel that the experi- 
ence gained by the members during 
their service gives them a much wider 
understanding of the over-all problems 
of running a bank. The short term (one 
year at a time) served by each member 
means that with our small number of 
employees a large proportion of them 
sooner or later has an opportunity to 
serve. 

Officers of the bank appear before 
the board only upon its invitation. No 
attempt is made to control the actions 
of the board. While it requires a “self- 
starting” chairman to bring about re- 
sults, I think that a great deal has been 
-accomplished. Apparently the board has 
the respect of the employees and cer- 
tainly it has been a very valuable help 
to those of us who are making the policy 
-decisions in the bank. 
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The following outline of activities. 
prepared by the present Junior Chair- 
man, Paul Bartel, shows the variety of 
contributions made by the board, not 
only to the bank and its staff but also 


to good community relations. 


Activities and Accomplishments 


The Junior Advisory Board was es- 
tablished as a means of developing em- 
ployee interest in improving procedures, 
policies and plans of the bank. The first 
meeting was held on October 29, 1942. 
The By-laws now provide that board 
members, either men or women employ- 
ees. serve for one year with regular 
monthly meetings. 


During the war years, the board 
maintained contact with each and every 
serviceman and woman, sending out 
birthday and Christmas cards and copies 
of the monthly bank magazine “Con- 
tact.” In 1945 the board undertook the 
sponsoring of a Paraplegic Ward at 
the Cushing General Veterans Hospital 
in Framingham, by soliciting funds 
from the employees of the bank and 
equipping the ward for the happiness 
and comfort of the paraplegic veterans. 
Now, at least once a year, tickets are 
purchased from the fund and a group 


of the remaining veterans are taken to 
see the “Ice Follies” with our compli- 
ments. Recently, the board voted to 
hold this fund since apparently all pos- 
sible aid is provided at present by the 
government and social agencies, but 
during the expected minimum cure pe- 
riod of ten years board members felt 
that a lot of the present warmth for 
these vets may be gone and help might 
again be solicited from us. 

The board now plans and conducts 
the annual outing, the annual Christ- 
mas party and either sponsors or super- 
vises all employee social events. It super- 
vises all charitable drives by handling 
the collection and publicizing, although 
no pressure is ever brought to bear. 


Within the past year a “Suggestion 
Plan” was inaugurated, authorized by 
officers of the bank, whereby the em- 
ployee may receive an award for his 
ideas based on the following desired 
results: 

. Increased income to the bank 
Cash Saving for the bank 


Reduce or eliminate waste 


call adil nM aa 


Increase efficiency in employees 
work 
5. Improve employee-customer _rela- 
tions 
6. Stimulate employee's interest in 
his work 
All employees, excluding Department 
Heads, Officers or current members of 
the Junior Advisory Board, are eligible. 
Out of forty two suggestions received 
to date there have been sixteen $5.00 
awards and one $10.00. 


Employee Aids 


The group did all the investigative 
and groundwork for the present Blue 
Cross hospitalization services installed 
for the employees in 1947 for which, 
with the approval of the bank’s direct- 
ors, the bank assumes one half of the 
cost. When a member of the immedi- 
ate family of an employee dies, the 
chairman and/or members of the board 
visit his home, in addition to any tribute 
sent by the bank. 
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The board controls the Employees 
Fund in a savings account and monies 
may not be withdrawn except by two 
thirds vote of the board. Money for 
deposit comes from profit from Coca 
Cola machines, discount on ticket sales 
etc. Withdrawals generally are for bene- 
fits to employees such as prizes for 
Christmas party, pictures of the outing, 
etc. A new system for handling accounts 
has been initiated which has relieved 


two employees of a very burdensome 
task. The board is also looking into an 
Employee Savings Plan now in opera- 
tion at the Newton-Waltham Bank and 
Trust Company. 

It was not the intent of those who 
sponsored the board that it settle dis- 
putes or take up individual “gripes.” 
nor does the board have any scope in 
matters of adjustments in salary, either 
individual or collectively. 


SOCIAL DEMANDS AND COMMON GOOD 


A. C. SIMMONDS, Jr. 
President, Bank of New York and Fifth Avenue Bank, New York 


ORDS are queer things. People 
get hypnotized by them. When 


some “ism” is first used it expresses or 
symbolizes something noble. Later on it 
begins to get a bad odor and is dropped 
for something with more political fra- 
grance. The word “welfare” is the cur- 
rent beauty queen of the “ism” family 
—perfect jewel from the propaganda 
standpoint. It does not suggest work or 
sacrifice on the part of the recipient, or 
indeed on the part of anybody. 


The income tax law marked the be- 
ginning of the “something for nothing” 
philosophy,—the_ mainspring of _ so- 
called liberal political action. That phil- 
osophy has created and kept alive the 
illusion that welfare is merely a matter 
of legislation against the assumedly 
wealthy, blinding millions to the fact 
that what the State giveth, it also taketh 
away. 

Vannevar Bush in his book “Modern 
Arms and Free Men” neatly summar- 
ized the “welfare state” procedure as a 
system where a horde of bureaucrats 
“takes two dollars from Jones to fur- 
nish one to Smith and makes Smith 
stand in line to get it.” Those who ex- 
pect to benefit do not realize that from 
here out it is the common man that has 
to pay the freight. The once rich are 
extinct so far as substantial revenue is 
concerned: the very highest incomes are 
already three quarters confiscated. 
As soon as Joe Doakes wakes up to the 


fact, I think he will be heard from. 


Some enlargement of social security 
benefits is probably unavoidable in 
view of the inflation which has taken 
place. However, the present tax on 





Extracts from address at National Credit Con- 
ference, American Bankers Assn., Jan. 24. 
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wages to maintain social security pen- 
sions is quite inadequate. The net re- 
sult will be that the next generation 
will have to pay for the pensions now 
accruing. Since the value of a $100 
per month annuity at age 65 is about 
$15,000, the total present value of im- 
mediate and future pension claims on 
the basis of $100 a month at age 65, for 
all workers, plus dependency claims, 
would reach a fantastic sum,—in the 
neighborhood of 500 billion dollars, 
more than half the total wealth of the 
United States. Obviously, such a fund 
cannot be created. 

Some years ago it was suggested that 
every man should be a king. The social 
planners have suggested that $12,000 a 
year for every family is a desirable ob- 
jective. But a mere money figure may 


be seriously misleading. For example, 
if the Pilgrim Fathers when they landed 


-at Plymouth Rock had all been guaran- 


teed a minimum wage of X dollars a 
year, or were on a pension, the problem 
for them still would have been to work 
or starve. 

Socialism moves forward on the legs 
of economic controls and by political 
direction of national income. The cal- 
lous and cynical disregard of our con- 
tinued budget deficits by certain advo- 
cates of the welfare state is a betrayal 
of the people. who do not realize that 
our economy is being maneuvered into 


a position, the exigencies of which will ’ 


compel further movement in the same 
direction. This is the communist game; 
the further we travel in that direction 
the weaker we become, the greater our 
loss in self-reliance and individual ini- 
tiative, the deeper is the erosion of 
character, and the more advanced is the 
doctrine of the indispensable man. 


Responsible 


Banking 
and 
Trust 


Service 


* 


THE OHIO 
NATIONAL BANK 


OF COLUMBUS, OHIO 


e 
Affiliated with 
BancOhio Corporation 
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Federal Deposit Insurance Corporation 





ANCILLARY 
ADMINISTRATION 


We offer our experienced services for 
complete handling of Fiduciary and 
Banking business throughout the State 
of Indiana. 


THE UNION TRUST COMPANY 
OF INDIANAPOLIS 


Trust Department 


Indianapolis, Indiana 


Member of the Federal Deposit Insurance Corporation 
Affiliated with The Indiana National Bank 
of Indianapolis 
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ALABAMA 


Birmingham—Robert H. Woodrow, Jr., 
has been promoted to assistant trust offi- 
cer at First NATIONAL BANK. 

Montgomery—Patterson C. Campbell 
was elected an assistant trust officer at 
First NATIONAL BANK. 


CALIFORNIA 


San Diego—Formerly executive vice 
president, Anderson Borthwick has been 
elevated to the presidency of First Na- 
TIONAL TRUST & SAVINGS BANK. 


San Diego — Al- 
bert G. Reader, 
head of the trust 
department of UN- 
ION TITLE INSUR- 
ANCE & TRUST Co., 
has been promoted 
to vice president as 
well as treasurer 
and senior trust of- 
ficer. C. Melvin Mc- 
Cuen was named investment counsel. 





A. G. READER 


CONNECTICUT 


Hartford—Barclay Robinson, of the 
law firm of Robinson, Robinson & Cole, 
has been elected senior vice president in 
charge of the trust department, follow- 
ing the retirement of Maynard T. Hazen 
due to the loss of his eyesight. Mr. Hazen 
has consented to serve as an honorary 
director, and has been designated also 
by the board as trust counselor. The 
bank’s trust department is one of the 
largest in New England, with trusts of 
more than $250 million. 

Mr. Robinson, since his graduation 
from Yale University Law School, has 
been active in community affairs and is 
a director of several local companies. 
Alec G. Stronach, vice president and trust 
officer, was named vice president; John 
D. Stout, Jr., was promoted to vice pres- 
ident and trust officer. 


New Canaan—Walter J. Shaw succeeds 
Wendell Carman as trust officer of FIRST 
NATIONAL BANK & TRUST Co. 


Waterbury—CITIZENS & MANUFACTUR- 
ERS NATIONAL BANK elected C. Dana 
Tyack president upon Lewis S. Reed’s 
election as chairman of the board. Paul 
A. Monroe was named vice president in 
addition to trust officer; George P. Stev- 
enson appointed assistant trust officer. 


FLORIDA 


Palm Beach—James B. Stanley became 
assistant trust officer of the First Na- 
TIONAL BANK. 


GEORGIA 


Atlanta—J. B. Richner has been elect- 
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ed trust officer at the Trust COMPANY 
OF GEORGIA. 


ILLINOIS 


Chicago — SouTH CHICAGO SAVINGS 
BANK elected William B. Higginbotham 
vice president and trust officer. 

Chicago—Joseph M. Zalusky has be- 
come vice president and trust officer of 
LAWNDALE NATIONAL BANK. 


Evanston—In addition to his present 
title of trust officer, John B. Happ has 
been elected vice president, at First NA- 
TIONAL BANK & TRUST Co. 


Oak Park—S. A. Yaeger, formerly as- 
sistant cashier and trust officer of OAK 
PARK NATIONAL BANK, has been pro- 
moted to vice president. 


INDIANA 


LaFayette—Alpha B. Gray, vice pres- 
ident and assistant trust officer, has been 
named executive vice president and trust 
officer at LAFAYETTE NATIONAL BANK. 

Newburgh—Mel H. Waelde succeeds 
Paul E. Padgett as cashier and trust of- 
ficer of NEWBURGH STATE BANK. The lat- 
ter resigned to devote his time to prac- 
ticing law and a general insurance 
agency. 


KENTUCKY 


Louisville—LIBERTY NATIONAL BANK & 
Trust Co. elected H. M. Higgins an as- 
sistant trust officer. 


MASSACHUSETTS 


Boston—James Otis has been advanced 
to trust officer at BOSTON SAFE DEPOSIT 
& Trust Co. 

Boston—William 
D. Ireland was 
elected president of 
SECOND NATIONAL 
BANK to succeed 
Thomas P. Beal on 
July 1, when the 
latter will take the 
new office of chair- 
man of the board. 
Mr. Ireland is pres- 
ident of WORCESTER COUNTY TRUST Co. 
This will be the first time since 1857 
that the presidency has not been held by 
a member of the Beal family. 





WILLIAM D. IRELAND 


Directors also created the new offices 
of vice chairman of the board and senior 
vice president, Redington M. DeCormis, 
former vice president, being elected to 
the former post. Robert Baldwin and 
Alfred S. Woodworth were advanced to 
senior vice presidents ,also effective July 
1. Mr. Baldwin is head of the trust de- 
partment. 


Woburn—Dexter B. Johnson succeeds 
Edward Johnson as president of WOBURN 








NATIONAL BANK. He was formerly vice 
president, cashier and assistant trust of- 
ficer. 


MICHIGAN 


Coldwater — Elections at SOUTHERN 
MICHIGAN NATIONAL BANK were: Nor- 
man G. Kohl to chairman of the board; 
H. K. Snyder to president and trust 
officer; W. F. Murray to vice president 
and trust officer; Mrs. Helen Cochrane 
to assistant trust officer. 


Detroit—At Detroit Trust Co. George 
W. Williams and Edwin S. Snyder have 





EDWIN S. SNYDER GEORGE W. WILLIAMS 


been promoted to vice presidents; John 
Clarence Grix (former assistant secre- 
tary) and Erwin Springman (trust of- 
ficer) named assistant vice presidents; 
William J. Stepek appointed assistant 
secretary; and Lloyd M. Murray, man- 
ager of the sales and rental division of 
the real estate department. 


MINNESOTA 


Minneapolis — 
Willard W. Holmes 
has been elected a 
vice president in 
the trust depart- 
ment of NORTH- 
WESTERN NATIONAL 
BANK, and Arthur 
D. Parson, Myron 
S. Carlson and 
Walter J. Bean 





WILLARD W. HOLMES 


elected trust officers. 


Rochester—FiIrRst NATIONAL BANK, re- 
cently granted trust powers, appointed 
L. J. Fiegel as trust officer in charge 
of the department, in addition to his 
present position as vice president. 


NEBRASKA 


Linecoln—Carl Amos was appointed as- 
sistant trust officer, and Arnott Folsom 
named public relations officer at NATION- 
AL BANK OF COMMERCE. 


NEW JERSEY 
East Orange—Pierson E. Little was 
advanced to trust officer at SAVINGS IN- 
VESTMENT & TRUST Co. 
Paterson—John P. Anderson was ap- 
pointed a vice president of First NaA- 
TIONAL BANK & TRUST Co., where he will 
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ice Plainfield—PLAINFIELD TrusT Co. has J. M. MacIntosh 
of- appointed a director of publicity, Fred- vice president and TEXAS 
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Mr. Hyer has been with the Bankers MacIntosh has been elected executive vice president of Hous- 
Trust Co., the Grace National Bank, and with yee art TON BANK & Trust Co. 
: mpire Trust Co., New York. . nee » was , 
we amp Te Geteeenan elected assistant San Antonio—Rudolph Stumberg was. 
a NEw MEXxIco Poe trust officer in 1939 "amed trust officer at NATIONAL BANK 
idk Santa Fe—Alexander V. Wasson has 2d trust officer in 1943, in charge of the °F COMMERCE. 
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NATIONAL BANK. PENNSYLVANIA ALAMO NATIONAL BANK. Last autumn he 
- ey een Jenkintown & Philadelphia—Nelson D. 
a . Warwick has been appointed assistant 
Elmira—Clarence M. Brobst is now’ trust officer of the First NATIONAL 
president of CHEMUNG CANAL Trust Co., TRusT Co., Philadelphia, having resigned 
Frederick W. Swan becoming chairman from a similar position with JENKIN- 
of the board; Paul W. Morse, assistant TOWN BANK & TRUST Co. 
vice president and secretary, is now also Philadelphia—Frank F. McCarthy was 
trust officer. promoted from trust officer and assistant 
Syracuse—Kenneth F. Barton has been secretary to secretary and trust officer DAI LY 
advanced to trust officer of MERCHANTS of REAL ESTATE TRUST Co.; Robert A. 
NATIONAL BANK & Trust Co. Mr. Barton Bodine to trust officer. NEEDS 
is president of the Cornell University Wilkes-Barre — MINERS NATIONAL 
Ms Alumni Association of Syracuse. BANK & Trust Co. appointed Alfred L. 
ies Nontu Cancnmea Edwards an assistant trust officer. 
re- —* ; ii 
kD ihe chase Gaal & Suber ab enianeape pains ) The Cank LUweclony 
its; . 7 . - : ‘ise Cattanooga—Ben E. Caldwell received 
ant trust officer. the promotion to assistant vice president 
an- —— and assistant trust officer at HAMILTON 
of ee eae ii al NATIONAL BANK. 
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- Eugene H. Wallace (an estate admin- a ha Bons fingertips valuable reference 
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- James P. McClain, both estate analysts. known insurance 
‘i Dayton—Following the retirement of executive, trust of- Bankers, and Life Insurance 
: G. H. Casselberry due to ill health, H. W. ficer in charge of . 
a = was named president of THIRD trust Seaaniaia. Companies. That’s Polk’s 
NATIONAL BANK & Trust Co. He has Mr. Witherspoon, ‘ 
me been executive vice president since 1947. ee ee an authority pe o- Bankers Encyclopedia. 
wee Mr. Casselberry served as president for tate planning, recently resigned as vice 
al eight years, and before that was head of president and director of agencies for 
ean the trust department. Volunteer State Life Insurance Co. 
Toledo—Carl H. Kent has been named Former president of the National Asso- March Edition now on the press 
ms assistant secretary of ToLEDO TrRuUsT Co. ciation of Life Underwriters, he is a 
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irge 
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be in charge of business development, 
public relations and advertising. 

Paterson—Peter A. D’Angelo has been 
made assistant trust officer at the UNITED 
STATES TRUST Co. 








He was formerly a trust investment of- 
ficer at CLEVELAND TRUST Co. 
Youngstown — 
DOLLAR SAVINGS & 
Trust Co. elected 


graduate of the Life Insurance Sales 
Research School. According to B. A. 
Whitmore, vice president and trust of- 
ficer, Mr. Witherspoon will assist cus- 
tomers in setting up estate programs. 


A large Mid-west trust company 
seeks an executive to head up Public 
Relations — Advertising — New 
Business department. 


WANTED: 
be TRUST 





som 
[ON- . ° e 
NEW-BUSINESSM AN Must be experienced in estate plan- 
g and business development. 

’ all et will be treated in strictest R. L. POLK & CO. 
was confidence. 130 Fourth Avenue, North 
IN- ‘ 
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moved from New Jersey where he had 
been trust officer of First National Bank 
of Jersey City. 


WEST VIRGINIA 


Parkersburg—Julius Stern has been 
appointed assistant trust officer at Woop 
COUNTY BANK. 


CANADA 


Montreal—RoyaL TRUST Co. made the 
following changes: Robert P. Jellett ad- 
vanced to chairman of the board and Ross 
Clarkson to president; J. Pembroke to 
general manager. Mr. Jellett, with his 
forty-seven years of service with the com- 
pany (as president since 1943), is en- 
gaged extensively in civic affairs, having 
been president of the Montreal Board of 
Trade, Dominion Mortgage and Invest- 
ments Association, Canadian Chamber of 
Commerce, and the Canadian Section of 
the International Chamber of Commerce. 
He was an early general chairman of 
the now Welfare Federation of Montreal, 
and the Canadian Red Cross Campaign, 
treasurer of the Montreal Museum of 
Fine Arts for ten years, and held various 


Serving the Fiduciary 
Needs of Individuals 
and Corporations in 


Atlanta and Georgia. 


Trust Dept. 


The NATIONAL 
lion BANK. 


MEMBER FECERAL RESERVE SYSTEM 
PEOERAL OEPOSIT IWSURANCE 


Candler Bldg. Office 
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Ross CLARKSON 


offices in the Synod of the Diocese of 
Montreal, Christ Church Cathedral and 
Trinity College School. 

The Trust Company now has over one 
billion dollars of assets under administra- 
tion, with thirteen branches across Can- 
ada and a staff exceeding 1,000. 


A A A 


BRIEFS 


Los Angeles, Cal. — Miss Margaret 
Morris, assistant trust officer of UNION 
BANK & Trust Co., recently completed 
30 years with the institution. 

Wilmington, Del.—J. Sellers Bancroft, 
a vice president of WILMINGTON TRUST 
Co., has been elected president of the 
Wilmington General Hospital Associa- 
tion. 

Clearwater, Fla. — First NATIONAL 
BANK has been granted trust powers un- 
der the Federal Reserve Act, as of Feb- 
ruary 24. 

Miami, Fla.—First NATIONAL BANK 
has put into effect a retirement plan for 
all employees with more than five years’ 
service, Clement B. Chinn, president, an- 
nounced. All contributions to the retire- 
ment fund, being placed in a trust fund, 
are made by the bank and are based on a 
percentage of the employee’s annual sal- 
ary. The plan is administered and super- 
vised by a retirement board. 


R. P. JELLETT 





JACK PEMBROKE 


St. Louis, Mo.—I. A. Long, vice pres- 
ident of MERCANTILE-COMMERCE BANK & 
TrusT Co., has been appointed repre- 
sentative of the St. Louis Clearing House 
Association on the Citizen’s Advisory 
Committee of the St. Louis Board of 
Education. Mr. Long was also appointed 
Chairman. of the Finance Committee. 

Jersey City, N. J.—First NATIONAL 
BANK has established a pension division 
as a regular operating unit of its trust 
department. The new service will be un- 
der the direction of George D. Cherry, 
vice president and trust officer, and 
August Lages, assistant trust officer. 


AAA 
MERGER 


Jersey City, N. J—FRANKLIN NATION- 
AL BANK is to be consolidated with the 
FIRST NATIONAL BANK, subject to ap- 
proval of both boards of directors. Lewis 
G. Hansen, who is now president and 
trust officer of Franklin National, will 
be vice president, and all other officers 
and members of the staff will continue 
with the consolidated institution. 


A AA 
IN MEMORIAM 
RALPH H. Sports, vice president and 
personnel manager of TITLE INSURANCE 


& Trust Co., Los Angeles, who had been 
with the company since 1919. 


From 


to 


A SYMBOL OF SERVICE 


STATE-PLANTERS 


Bank and Trust Company 
Richmond, Va. 


Member Federal Deposit Insurance Corporation 
Member Federal Reserve System 
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FPRA Holds Regional 


The Financial Public Relations Asso- 

ciation held a_ regional meeting in 
Buffalo on February 20 during which, 
in addition to a general session, the 
five departmentals held meetings. At the 
Trust Departmental under the chairman- 
ship of Craig R. Smith, assistant vice 
president, Central Hanover Bank and 
Trust Co., New York, two talks were 
presented. 
One, on “Pension and Retirement 
Plans,” was given by Cornelius Kurtz. 
of the local firm of Retirement Plans, 
Inc. The other, “Working with Under- 
writers,” was offered by William L. 
Wadsworth, agent of the New England 
Mutual Life Insurance Co. 


A A A 


“Trust Music for Men’”’ 


Long a sponsor of radio and, lately, 
television programs, the Liberty Na- 
tional Bank and Trust Co. of Louis- 
ville, Ky., has been conducting a series 
which has produced more direct re- 
sponse than any other. Titled “Music 
for Men,” the program is a Sunday 
half-hour musical session playing the 
seven most popular selections of promi- 
nent local individuals. 

As explained by first vice president 
Ashby Millican, the bank requests by 
personal letter a number of business 
and professional leaders each week to 


name his all-time favorite tune. The 
respondents about 35° of those 
queried—are advised in advance of the 


date of the rendition and the announcer 
mentions the name. home address and 
business connection of the nominator. 
Some two hundred replies have come 
from presidents or owners of corpora- 
tions and firms (the great majority), 
doctors, lawyers, judges, the mayor 
and business men. 


On each program, the Liberty Na- 
tional uses an institutional message and 
a trust department message, one of the 
latter being: 


Where there’s a will there’s a way... 
and in settling an estate the “way” may 
be as important as the “will.” The friendly, 
understanding, and efficient settlement of 
estates, as conducted by the Trust De- 
partment of the Liberty National Bank 
and Trust Company, contributes greatly 
to the welfare of the heirs. Here are a 
few of the probate duties the department 
performs . . . Locates and assembles as- 
sets . . . makes a complete inventory .. . 
pays allowances to the family .. . collects 
money owed . . . approves, compromises, 


disallows, or contests claims against the 
. pays 


estate, as conditions warrant 
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claims which have been approved .. . 
manages and collects payments from real 
property and securities . . . estimates and 
pays inheritance and estate taxes, if any 

. . prepares income tax returns for the 
estate . . . keeps careful records . . . and 
transfers title and distributes assets to 
the beneficiaries entitled to them ; 
The Trust Department of the Liberty 
National Bank will cordially welcome 
your inquiry. Your own attorney will 
draw your will and perform all legal ser- 
vices. In naming your executor and trus- 
tee bear in mind that Liberty National 
Bank and Trust Company is a National 
Bank, and is subject to the rigid periodi- 
cal national bank examinations—an extra 
safeguard to your estate. 


A A A 


Stock Ownership Reflects 
“Opportunity” 


Reviewing the reasons why Ameri- 
cans should be optimistic, and discuss- 
ing the U. S. Chamber of Commerce 
program of “American Opportunity,” 
Leonard W. Trestor, Director of the 
Chamber and Director of Public Policy 
General Outdoor Advertising Co., 
Washington, pointed out among other 
factors that today there is more wide- 
spread diversity of common stock own- 
ership. “Which means,” he said, “that 
there are many more people directly 
concerned with the fate of corporations. 


“Among 254 companies with the 
greatest assets, there are far more per- 
sons holding ten or twenty shares each 
than those holding a hundred or more, 
TRUSTS AND ESTATES magazine deter- 
mined ina study reported last Decem- 
ber (T.&E. December, 1949). These 
companies with gross assets of nearly 
$93 billion, reported ownership to be 
in the hand of more than 10.5 million 
people, of whom 80% are individuals 
and 20‘¢ groups or institutions. In the 
average company, stockholders outnum- 
ber employees 8 to 5.” 


A A A 
Fund Passes $100 Million 


Wellington Fund, Inc., had resources 
aggregating $105,441,000 at the end of 
1949, a gain of $41 million during the 
year to bring the Fund to its highest 
point in its 2] years of existence. The 
number of shareholders increased from 
31,200 to 43,000, of whom 685 fiduci- 
aries and estates held shares valued at 
$3,428,816. 

Net asset value per share rose from 
$16.28 to $17.91 in the year. Common 
stocks accounted for 58.84% of the 
Fund, with preferred stocks represent- 


ing 16.14%, and U. S. government 
bonds 19.38%. 





Bell Pension Trust Over Billion 


The pension trust maintained by 
American Telephone & Telegraph Co. 
and affiliated Bell system companies 
passed the billion dollar mark in 1949, 
according to the company’s annual re- 
port. At the year-end, the fund avail- 
able for the 593,869 covered employees 
totalled $1,089,677,205. Investments in 
the fund, which has been managed by 
Bankers Trust Co. of New York as 
trustee since inception of the plan in 
1913, were as follows: 


Bell Cos. bonds $171,841,122 

U. S. securities - 383,302,971 

Utility & RR bonds 513,015,734 

Cle —__ 10,437,885 

Cash accrued int. 11,079,493 
ash. 2 


Pension Funds and 
Investment Markets 


Funds available for investment under 
insured and trusteed pension plans may 
increase by $500 million to an annual 
rate of about $1.7 billion by next year, 
according to a memorandum recently 
published by Bankers Trust Company. 
The bank believes that the present drive 
for pensions may extend coverage to 
another 5 million employees over the 
next year or two. Analyzing the im- 
pact of industrial pensions on the capi- 
tal markets, the bank’s Pension Divi- 
sion finds that this growth will add to 
the demand for investment securities, 
but that the amounts made available 
during the next year or two will be 
within the capacity of the capital mar- 
kets. 

A AA 


Trustmen Get into Print 


Two officers of the Hartford National 
Bank and Trust Co. broke into print 
in the annual feature editions of two 
local papers on the subject of employee 
benefit plans. Trust officer John D. 
Stout, Jr. (now vice president) analyzed 
the Ford and Bethlehem Steel pension 
plans, while assistant secretary Richard 
B. Redfield discussed the elements of 
retirement plans, citing in particular 
the Ford provision reserving to the 
company the sole right to “contract with 
a qualified bank or trust company to 
act as trustee of the pension funds.” 


A A A 
Common Fund Growing 
The discretionary common _ trust 


fund established last July 14 by Mer- 
cantile National Bank at Dallas had, 
prior to the March first valuation date, 
22 accounts aggregating some $216,000. 
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source, and nature, and proper function 
—and dangers, if mishandled or “man- 
aged” in a way to fool people. 

A lot of people still take the banker’s 
advice, and it could hardly be argued 
but that the banker’s first duty is to be 
sure people understand the medium in 
which he deals. If the bankers really got 
busy advising people on money—in 
monthly statements with the returned 
checks, in public advertising, in city- 
wide economic courses the bankers 
could help sponsor, there would soon 
be much less of this steady depreciation 
in the value of the money in supposed 
safe custody. 

And there would be a whole lot less 
of this trend toward having the banker’s 
function so largely one of gathering the 
local people’s money and sending it 


Union Carsipne 


AND CARBON CORPORATION 


UCC 


A cash dividend of Fifty cents 


(50¢) per share on the outstanding 
capital stock of this Corporation 
has been declared payable April 1. 
1950 to stockholders of record at 
the close of business March 3, 1950. 


KENNETH H. HANNAN. 


Secretary 












HE Board of Directors has this day 
declared the following dividends: 


FIRST PREFERRED STOCK 
$4.75 SERIES 
The regular quarterly dividend for 
the current quarter of $1.1834 per 
share, payable April 1, 1950 to 
holders of record at the close of busi- 
ness March 17, 1950. 


7% SECOND PREFERRED STOCK 


The regular quarterly dividend for 
the current quarter of $1.75 per share, 
payable April 1, 1950 to holders of 
record at the close of business March 
17, 1950. 


COMMON STOCK 


60 cents per share, payable March 
31, 1950 to holders of record at the 
close of business March 17, 1950. 


R. O. GILBERT 


Secretary 














March 7, 1950 





down to Washington as a loan to the 
government, only to have the govern- 
ment send that money back as loans to 
local people to whom neither the own- 
ers of the money nor the local bankers 
would stand for the money being loaned. 
Our lack of knowledge of money itself 
is at the basis of our falling for all 
sorts of economic fairy tales. 


How pitifully few of us in manage- 
ment at the moment are really compe- 
tent to do anything about it—have the 
energy and courage to be even trying! 
Yet we businessmen and bankers have 
got to do the job, we are the only ones 
left to do it. Far from being expensive, 
we believe such activities can open a 
whole new economic frontier with all 
sorts of profitable possibilities to own- 
ers, employees, and public. 


A A A 
SAVE TO LOSE 
Mark Sullivan 
RESIDENT Truman, projecting an 


increase in national income, defined 
that it is “the total of all the income 
received by all the people in the United 
States.” . . . “The benefits,” Mr. Tru- 
man says, “must extend to all groups.” 

Wages of workers can be increased. 
Prices received by farmers for crops 
can be increased. Prices received by 
manufacturers of goods can be in- 
creased. But the group who depend on 
fixed incomes can have no increase. 

This group is very large. It includes 
beneficiaries of pensions, both govern- 
ment and industrial, which are usually 
fixed in amount. It includes beneficiar- 
ies of social security, the amounts of 
which are fixed by law. It includes per- 
sons receiving life insurance annuities. 
In the same situation are persons who 
put savings into government bonds, the 
interest and principal of which are fixed. 
The group as a whole includes nearly 
all who save from their earnings and 
who depend on their savings for income 
after they have ceased to be earners, ten 
or ten or twenty or thirty years from 
now. 

If wages of large numbers of work- 
ers are increased from $2,000 a year to 
$4,000, as Mr. Truman projects for a 
future period, then the services of these 
workers will cost more, and the goods 
they make will cost more. Similarly, 
when farmers are paid more for their 
crops, food costs more. .. . 

The Administration urges people to 
save, conducts campaigns urging them 
to buy government bonds. By the so- 
cial security law, an immense number 


of workers are compelled to save by 
paying taxes based on their earnings. 
The Administration exerts pressure for 
pension systems in industry. .. . 

This has become a familiar experi- 
ence. When a person ten years ago put 
a thousand dollars into government 
bonds or other form of savings, that 
was the price of a new automobile. 
When ten years later he gets his savings 
back, it is only half the price of the 
same automobile. A saved dollar ten 
years ago was in effect a saved bushel 
of wheat; it is now only half a bushel. 
This reduction in purchasing power has 
gone on as respects practically all lines 
of goods and services. 


Excerpted from column in the New York Her- 
ald-Tribune, Jan. 18th. 


A A A 


Editor Leaves $1,476,205 
George B. Parker, late editor of the 
Sripps-Howard newspapers, left his 
$1,476,205 estate to his daughter and son, 
whom he named executrix and contingent 
executor, respectively. 
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SOUTHERN CALIFORNIA 
EDISON COMPANY 


preferred dividends 


ORIGINAL PREFERRED STOCK 
DIVIDEND NO. 163 


CUMULATIVE PREFERRED 
STOCK 4.32% SERIES 
DIVIDEND NO. 12 


The Board of Directors has author- 
ized the payment of the following 
quarterly dividends: 

50 cents per share on Original 
Preferred Stock, payable March 31, 
1950, to stockholders of record on 
March 5, 1950. 


27 cents per share on Cumulative 
Preferred Stock, 4.32% Series, 
payable on March 31, 1950, to 
stockholders of record on March 
5, 1950. 


T. J. GAMBLE, Secretary 


February 17, 1950 
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PATES 


HE fundamental reason for invest- 
ine part of a pension trust fund in 
high-grade common stocks is that an 
investment program which includes 
common stocks should show, over a pe- 
riod of years, a better combined in- 
come and principal performance than 
can be obtained through an investment 
program restricted to fixed-income ob- 
ligations. 

Where the trust instrument leaves in- 
vestment policies to the discretion of 
the trustee, the latter will naturally act 
against the background of, and in ac- 
cordance with, the prevailing law or 
practice in the State of the trust’s juris- 
diction. 

Brought up for six generations under 
the “Prudent Man Rule,” Massachu- 
setts trustees have become accustomed 
to a freedom of investment and to think 
in terms of a balanced and diversified 
portfolio of bonds and stocks. Thus, it 
it natural to find the Massachusetts fi- 
duciary of today investing a portion 
of pension trust funds, like other trust 
funds. in sound common stocks. 

It is sometimes said that, because 
the benefits under a pension plan are 
payable in fixed dollar amounts, pen- 
sion funds should be invested in fixed 
dollar obligations. But this does not 
tell the whole story. 

The cost of a pension plan, whatever 
method of financing may be used, is 
the total money actually paid to the 
beneficiaries of the plan, plus the ex- 
penses of administration. At the outset 
and from time to time thereafter, rea- 
sonable estimates can be made of this 
figure. But a pension plan covers a long 
period of years during which many 
changes may occur to cause variations 
estimated actual 
Thus, there may be changes in tax rates, 
in Social Security legislation, in wage 
levels, in rate of mortality, in the 
amount of income earned on the fund, 
in the purchasing power of the dollar, 
in employee turnover, and so forth. 
Only time can tell what the eventual 
actual cost to a particular corporation 
of its pension plan may be. 

Diversification of investment, includ- 
ing the sound use of common stocks, 
should enable a pension trust to show, 


Le 

These excerpts are from a recent booklet issued 
by Old Colony Trust Co., Boston, the seventh in a 
Series on various aspects of pension and profit- 
sharing plans. It is a refreshing instance of candor 
on an investment policy which has been followed 
Since the late ’30s.—Ed. Note. 


between and costs. 
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COMMON STOCKS FOR A PENSION FUND? 


throughout the changing conditions 
which will inevitably occur, a better 
performance than if the fund’s port- 
folio were rigidly restricted. 


There is, of course, fluctuation in 
the market value of high-grade stocks. 
But this fluctuation presents no difficulty 
in a well-balanced pension fund, which 
includes both stocks and also bonds of 
short and longer terms. 


There should never arise a need for 
forced selling of stocks. In such a pen- 
sion fund, normal payments under the 
plan can be met out of the trust’s in- 
vestment income, plus the annual con- 
tributions to the fund. Unusual pay- 
ments can be readily financed through 
liquidation of short-term bonds, in 
which the market fluctuation is slight. 


Furthermore, the obligation of the 
employer to contribute is not affected, 
under existing Internal Revenue Regu- 
lations, by “paper” gains and losses on 
investments in the fund. 


The earnings on the investments 
held in a pension fund are applicable 
to reduce the cost of the plan to the 
employer. A million dollars invested at 
2'4‘°, compounded annually, will 
amount to $2,097,600 at the end of 
thirty years. A million dollars invested 
at 3° will amount to $2,427,300. Thus 
on each million dollars deposited in the 
fund, a 3‘¢ yield, instead of a 214% 
yield, means that the employer will save 
in thirty years $329,700 in the amount 
which he is liable to contribute to the 
cost of the plan. 


If the actual cost of the pension plan 
proves to be in excess of the estimated 
cost, or if the benefits themselves are 
increased, the employer may be faced 
with the necessity of increasing his con- 
tributions to the plan. In the usual type 
of pension plan, regardless of the 
method of financing, the final liability 
to meet any increased cost is on the 
employer. 


The trust fund, in a trustee-invested 
plan, exists to meet the employer’s lia- 
bility. The question of how to invest 
such a fund turns upon what invest- 
ments will, in all probability, give the 
best combined income and _ principal 
performance under varying conditions 
and over an extended period of time. 

Experience of Massachusetts trustees 
throughout the years has demonstrated 
that a balanced fund, including both 


bonds and stocks, shows superior invest- 
ment results. In recent years—as at 
present —the general policy of Old 
Colony Trust Company, as Pension 
Fund Trustee, has been to invest about 
30% of a pension trust fund, where 
the trust instrument allows full discre- 
tion, in common stocks of proved merit 
and future potentialities. This policy is, 
of course, subject to change from time 
to time in the future in the light of 
changing conditions. 


WELLINGTON 
SWE ay 


81st Consecutive 


Quarterly Dividend 


This dividend of 20c per share 
from ordinary net income is pay- 
able March 31, 1950, to stockhold- 
ers of record, March 17, 1950. 

WALTER L. MORGAN 


Philadelphia President 
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Mining and Manufacturing 
Phosphate @ Potash e Fertilizer @ Chemicals 


* 


Dividends were declared by the 
Board of Directors on 
February 23, 1950, as follows: 


4% Cumulative Preferred Stock 
32nd Consecutive Regular 
Quarterly Dividend of One Dollar 
($1.00) per share. 


$5.00 Par Value Common Stock 
Regular Quarterly Dividend of 
Fifty Cents (50c) per share. 


Both dividends are payable March 30, 
1950, to stockholders of record at the 
close of business March 17, 1950 


Checks will be mailed. 
Robert P. Resch 
Vice President and Treasurer 


* 


INTERNATIONAL MINERALS 
& CHEMICAL CORPORATION 
General Offices: 20 North Wacker Drive, Chicago 6 
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LATHROP HONORED BY 
“TRUST” 


O commemorate the retirement of 
A. L. Lathrop as vice president of 
Union Bank & Trust Co. of Los Angeles, 
in charge of the trust department which 





Don R. Cameron, left, making presentation 
to A. L. Lathrop, described in accompanying 
story. 


he organized, the trust personnel tend- 
ered him a dinner at which he was pre- 
sented with a “Declaration of Trust,” 
prepared by his successor Don R. Cam- 
eron. The text follows: 


Wuereas, A. L. Laturop has served the 
Union Bank & Trust Co. or Los ANGELES 
for thirty-one years, commencing September 
15, 1918, and retired from active duty on 
December 31, 1949; and 


Wuereas, during such period A. L. 
LATHROP was the executive officer of the 
Trust Department and did envision, found 
and develop the same to its present size, 
efficiency, and prestige; and 

Wuereas, those men and women privileged 
to have been associated with A. L. LatHrop 
these many years have been favorably in- 
fluenced by his fine personal qualities and 
by his sound business ability; and 

Wuereas, these associates out of the full- 
ness of their respect, admiration, fondness, 
and appreciation of A. L. LatHrop do desire 
that these emotions be declared and perpetu- 
ated; 

Now, THEREFORE, 
THESE PRESENTS: 


Know Att MEN BY 


The officers and employees of the Trust 
Department of the Union Bank & Trust Co. 
oF Los ANGELES, whose names are _ sub- 
scribed at the conclusion hereof, hereinafter 
called “Trustees,” do, and each of them does, 
hereby declare that A. L. Laturop, herein- 
after called “Trustor,” voluntarily and with- 
out reservation in consideration of the re- 
spect and affection of said Trustees has trans- 
mitted to the Trustees and their successors in 
perpetuity a full share of his fine personal 
attributes and his exceptional business abili- 
ties. 


Without limiting the generality of the 
foregoing, the Trustees declare specifically 
that the Trustor has inspired them with: 


1. His 
His 
His 
His 
His 
His 


unimpeachable integrity; 


N 


business and personal morality; 
mental clarity, intellectual honesty; 
vast knowledge of business; 

deep understanding of people; 
undeviating sense of fairness; 


Dv ew w 
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7. His interest and participation in all con- 
structive works; 

8. And, lastly, the Trustees are inspired to 
emulate his actions that they, too, may 
command the respect and confidence of 
others. ° 


The foregoing and innumerable other items 
of inestimable wealth received from the 
Trustor, A. L. Laturop, shall be referred 
to as the “Trust Estate.” 


The Trustees, jointly and severally, do 
declare that the Trust Estate shall be held, 
used, and distributed as follows: 

I. That portion of the Trust Estate which 
is primarily applicable to business shall be 
used diligently, prudently, and constructively 
in furtherance of the sound business welfare 
of Union Bank & Trust Co. or Los ANGELEs, 
hereby declared to be the “Beneficiary” there- 
of and entitled to its financial benefits. 


Il. The rest, residue and remainder of the 
Trust Estate, mental, spiritual and moral, 
shall be constantly employed by each Trustee, 
each day, in each transaction, in which such 
Trustee shall participate. 


III. The Trustees shall not concern them- 
selves with the rate of return, nor the safety 
of the corpus. The Trustor has demonstrated 
throughout his business career that his capi- 
tal assets—character, knowledge and service 
are indestructible and inexhaustible. Their 
generous use, even in doubtful circumstances, 
will never result in lasting loss. In sufficiently 
large numbers of cases the capital not only 
will be safely returned, often increased, but 





will have yielded a substantial income of 
peace, satisfaction, and appreciation. 


IV. Every person within the sphere of influ. 
ence of each Trustee shall be a Beneficiary 
hereof entitled to maximum benefits of prin. 
cipal and income hereinabove mentioned. 

V. A specific duty of each Trustee shall 
be to select a successor. Such successor shall 
be a person in the regular employ of the 
Trust Department of the Union Bank & 
Trust Co. or Los Ancetes. Each Trustee by 
precept and example shall educate such suc- 
cessor to his powers, duties and compensation 
hereunder. 

VI. A faithful discharge of his duty by 
each Trustee, according to his or her capacity 
and opportunity, shall entitle such Trustee 
to a generous compensation. Such compensa- 
tion, including moral and mental growth, 
public esteem, and the personal satisfaction 
of each Trustee, shall be limited only by his 
individual understanding, acceptance and 
application of the qualities, abilities and 
principles of A. L. Laturop herein described. 

VII. This Trust shall not terminate with 
lives in being nor with any other measure- 
ment of time. Its benefits shall not be limited 
to present Beneficiaries but shall extend to 
all posterity. 

VIEL. This Trust shall continue in perpet- 
uity to the memory ,and honor of its creator, 
A. L. LATHROP. 


(Subscribed by 15 trust department asso- 
ciates, of whom six have served for a quarter 


century or more.) 





The New York Group of the Associa- 
tion of Bank Women sponsored a lunch- 
eon meeting on “A Woman’s Financial 
Program” at the Hotel Biltmore, New 
York, on February 18. Following a talk 
on “Your Dollar” by Dr. Elizabeth S. 
May, Academic Dean of Wheaton Col- 
lege, a panel discussion was held on 
“What a Woman Should Know about 
Banking, Insurance, Investments, Wills 
and Trusts.” The panel members are 
shown in the accompanying photograph. 


Mrs. Nancye B. Staub, assistant trust 
officer, Morristown (N.J.) Trust Co., 
outlined the objectives and approach of 
estate planning, citing the major im- 
portance of trusts to women. Exploding 


i #. 


, 


PANEL MEMBERS (left to right) : Anne Houstoun Sadler, assistant treasurer, Bank of the 
Manhattan Co.; Louise Watson, Investment Adviser, R. W. Pressprich and Co.; Elizabeth 


“A WOMAN’S FINANCIAL PROGRAM” 





some misconceptions about joint own- 
ership of property as a substitute for a 
will, she pointed out the advantages of 
a living trust. Charges for estate plan- 
ning depend on who furnishes the ser- 
vice, Mrs. Staub while the 
cost of corporate fiduciaryship is no 
greater than when an individual acts. 

At the end of the discussion Mrs. 
Walker said that it had brought out 
these five basic steps in a sound finan- 


indicated, 


cial program: |. savings account or 
government savings bonds; 2. a check- 
ing account; 3. insurance; 4. invest- 
ment in stocks and bonds, and 5. 


should plan for living and plan for 


one 


dying. 
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Harrison Walker, Moderator, Consultant on Public Relations and Economic Education 
Programs; Nancye B. Staub, assistant trust officer. Morristown (N. J.) Trust Co.; Marion 
Stevens Eberly, Director, Women’s Division, Institute of Life Insurance. 
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WHERE THERE'S A WILL 


FRANK C, RAND, who as president 
and later chairman of the board of 
International Shoe Co. built it into the 
largest shoe company in the world, left 
a carefully plapned will which by- 
passes his children—themselves financi- 
ally substantial—-in favor of grand- 
children, thus achieving considerable 
Mr. 


Rand, a widower. was a prominent civic 


income and estate tax savings. 
leader as well as a great industrialist, 
having been head of the board of trus- 
tees of Vanderbilt 
University, and of Barnes Hospital, to 
hoth of which he bequeathed the dif- 
$100,000 and 
made to them since the date of his will. 
To the 
Tennessee he left the balance of $25.- 
OOO. 


his alma mater, 


ference between gifts 


school which he attended in 


In addition to bequests exceeding 
$11,000 to employees, Mr. Rand left 
825.000 to the daughter of the people 
with whom he roomed during his last 
year at Vanderbilt. she having come to 
his home in 1944 as hostess and “made 
great contributions to the family life 
of myself and my children.” 


The rest of the estate was divided into 
six parts, one for each group of descend- 
(one of 
has no children and therefore will him- 


ants of his children whom 
self be the beneficiary). These parts 
to be divided 


vidual trusts for the descendants, per 


were in turn into indi- 
stirpes, subject to further division upon 
the birth of additional children. Any 
infringement of the rule against perpui- 
ties in this connection or any other is 
precluded by a provision which prevents 
the continuation of a trust “beyond 
one day less than 21] years after the 
death of the last surviving lineal de- 
scendant of mine who is living at the 
lime of my death.” 


The beneficiaries will receive the in- 
and principal to the extent 
deemed necessary by the trustees ex- 
clusive of the parent of the beneficiary. 
In each family group of trusts, Mer- 
cantile-Commerce Bank and Trust Co. 
of St. Louis is trustee with the son who 
is the parent and one other son, ex- 
cept as to the trusts for the two daugh- 
ters’ families, where two sons are the 
co-trustees. 


come, 


The trustees are also authorized to 
distribute up to one-half of the princi- 
pal to a beneficiary prior to or upon 
attaining 31 years of age if the benefi- 
ciary is deemed “capable of making 
prudent and careful use” thereof. Part 
or all of the balance may be distributed 
thereafter. Power is given the fiduci- 
aries to purchase, out of income or 
principal, insurance on the lives of the 
beneficiaries or others, as well as an- 
nuities. They may also make contribu- 
tions for charitable purposes. 

Declaring that the greater portion of 
his estate consists of the common stock 
of the and _ having 
“known corporate trustees to insist on 


shoe company. 
the sale of a large portion of certain 
for diversification of 
investments and apparently with little 
consideration for the merits of the se- 
curities.” Mr. Rand “strongly” advised 
the trustees to retain the stock because 


of his the of the 


organization and the integrity of the 


securities solely 


faith in soundness 
management. He urged the trustees to 
be guided by their discretion and “not 
by the philosophy or sophistry of ‘di- 
versified investments.” ~ 

The will sets the corporate trustee’s 
compensation at three per cent of in- 
principal. As co-executor 
the bank will 
one-half of the usual compensation al- 


come and 


with two receive 


sons. 


lowed to executors. 


ALFRED A. Cook, distinguished law- 
yer who for many years was counsel 
for The New York Times, left his wife 
only jewelry and personal effects. stat- 
ing in his will that she was otherwise 
omitted “at her express request.” She 
was given $5,000 to distribute among 
former and present employees of his 
law office in accordance with a letter 
of instructions. Three domestic employ- 
ees with over five years service were 
bequeathed $500 each. 

By a codicil, Mr. Cook cancelled a 
$50,000 bequest to Mt. Sinai Hospital 
in memory of his late daughter Made- 
leine because a similar gift was made 
during his lifetime. By another codicil, 
he gave $50,000 in trust to The New 
York Trust Co., of which he was a trus- 
tee, to pay his sister the income plus a 
sufficient amount of principal to make 
up $5,000 a year. Any balance on her 
death is to fall into the residue of the 
which was left to his son and 
daughter in equal shares. Mrs. Cook, 
the son and the trust 
named executors. 


estate 


company were 
A. Horton Smitu, former president 
of Sharp & Dohme, pharmaceutical man- 
ufacturers, appointed Wilmington ( Del.) 
Trust Co. as executor and trustee. . . 
Clifford D. Prickett. former vice presi- 
dent and Director of Hercules Powder 
Co.. named the Delaware Trust Co of 
Wilmington as executor and trustee. .. . 


Guaranty Trust Co. of New York is 
co-executor and co-trustee under the 
will of Curt E. Forstmann, president of 
the woolen mills bearing his name. A 
million dollar trust fund is established 
for his widow, with the residue of the 
estate left in trust for her and three 
children. . . . JoHN DANIEL Bere, chief 
executive officer of the Dravo Corpora- 
tion, manufacturers of steel products, 
appointed his wife and Fidelity Trust 
Co. of Pittsburgh as co-executors and 
co-trustees. 


TRACERS COMPANY OF AMERICA 


Specialists for 25 years in tracing missing people for leading 


fiduciaries, attorneys, banks and corporations throughout the world. 


515 MADISON AVENUE 
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NEW YORK 22, N. Y. 
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CURRENT LITERATURE NOTES 


Books 
Estates and Trusts 


GILBERT T. STEPHENSON. Appleton-Cen- 

tury-Crofts, Inc., New York. 450 pp. $5.00. 

Gilbert Stephenson needs no introduc- 
tion to this readership. As director of 
the Trust Research Department of the 
Graduate School of Banking, American 
Bankers Association, he has since 1937 
been the most prolific and outstanding 
contributor to the literature of the trust 
business. In this new volume, he is writ- 
ing neither to nor for the trust business. 
Rather, he is addressing himself to the 
mature college or university student. 


The scope of this textbook — for such 
it is — is best described in the author’s 
preface. It is not, he says, a treatise 
on the law of estates and trusts, nor a 
manual of operations, nor a brief for 
professional trusteeship. It is an ex- 
planation of what the student should 
know about estates and trusts before he 
embarks upon his own business or pro- 
fessional career. If he never becomes a 
lawyer, underwriter or trustman, he will 
doubtless have an estate and a family of 
his own to protect. 


The subjects covered are those normal- 
ly considered within the broad definition 
of the trust business; namely, guardian- 
ships, agencies, insurance trusts, etc. 
with such subdivisions as investments, 
taxes, compensation and estate planning. 
Appendixes include sample will and trust 
agreements with explanatory notes, and 
an excellent bibliography. 


Settlement of Estates and Fiduciary 
Law in Massachusetts — Supple- 
ment to Third Edition 


GUY NEWHALL. Lawyers Co-operative Pub- 
lishing Co., Rochester, N. Y. 371 pp. 


This work has through three editions 
been the outstanding book in the field 
for Massachusetts practitioners and out- 
of-state users with local estate problems. 
The tremendous amount of decisions and 
statute law since the publication of the 
last edition in 1937 contains much im- 
portant new material, and Mr. Newhall, 
who is recognized as one of the outstand- 
ing probate lawyers in the state, has re- 
vised and expanded the appropriate sec- 
tions, as well as adding new ones, to re- 
flect these changes through June 1949. 


Current Issues in Federal Taxation 


Edited by FRITZ KARL MANN. Matthew 

Bender & Co., Albany. 459 pp. $10. 

Recently published is this collection of 
outstanding papers presented at the 4th 
annual Institute on Federal Taxes spon- 
sored by The American University in 
Washington, D. C., in 1948. Devoted 
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principally to an analysis of The Rev- 
enue Act of 1948, the discussions are 
highly instructive notwithstanding their 
pre-final regulations preparation, and are 
valuable for background study. 


Among the subjects of particular in- 
terest to this audience are the following: 
estate and gift tax equalization through 
the marital deduction; the marital de- 
duction for trusts and life insurance; 
estate planning under the new pro- 
visions; terminable interests in estate 
planning; practical problems in plan- 
ning the marital deduction; employee 
benefit plans; deferred compensation; 
and the gift tax changes. The authors 
include such well known tax experts as 
Howe P. Cochran, Bruce H. Greenfield, 
Norman A. Sugarman, Frederick L. 
Pearce and Louis Eisenstein. 


Wills Course 
Prentice-Hall, Inc., New York. $15. 


This volume represents a capsule ver- 
sion of comparable material in P-H’s 
standard four-volume service on Wills, 
Estates and Trusts. Like the companion 
Trust Course published in mid-1949, the 
present volume refers at each paragraph 
to the more comprehensive discussions in 
the parent work. 


The manual contains suggestions for 
handling wills practice and estate plan- 
ning, including questionnaire forms, 
check lists, and specimen will clauses. 
The basic principles of law governing the 
execution and effect of wills, rights of 
beneficiaries, and estate administration 
are explained and applied. The conclud- 
ing portion of the volume sets forth 
selected statutes from all jurisdictions 
on testamentary formalities, spouse’s 
rights, perpetuities and powers of ap- 
pointment. 


THESES 


Deviation from the Terms of the 

Trust 

DANIEL S. WENTWORTH. American Bankers 

Association, New York. 

The author, who is trust counsel of 
Chicago Title and Trust Co., submitted 
this thesis in partial fulfillment of the 
requirements of The Graduate School of 
Banking conducted by the A.B.A. at Rut- 
gers. It is one of the five trust major 
theses accepted for the association’s li- 
brary, from which it may be borrowed. 

Mr. Wentworth first discusses statutory 
authority for a court to permit a trustee 
to deviate from the terms of the trust 
when certain contingencies arise which 
were not, or could not have been, con- 
templated when the trust was created. 
In the succeeding chapter, he describes 


the attitude of the courts. Next he deals 
with the relatively infrequent situations 
where deviation is sought with respect to 
the designation, bond or compensation of 
the trustee. 


The bulk of the cases on deviation con- 
cern the powers and duties of the trustee, 
particularly with respects to sales and 
investments. The concluding three chap- 
ters cover instances wherein the request 
for deviation comes from the settlor, the 
income beneficiaries and the remainder- 
men, respectively. 


The other trust theses accepted for 
the library, which will be reviewed 
later, are: Corporate Trust and Agency 
Department Operations, by Joseph F. 
Birmingham; Montana as a Trust Field, 
by James H. Dion; Relationships of Com- 
munity Chests and Community Trusts in 
Community Planning for Social Welfare, 
by Robert L. Knight; and The FDIC and 
Trust Business, by W. Sidney West. 


ARTICLES 


Proposals to Exempt Life Insurance 
Used to Pay Estate Tax 


C. LOWELL HARRISS. Tax Law Review, Jan- 

uary. 

The economic merits and defects of 
the frequently advanced proposal to ex- 
empt from estate tax life insurance pro- 
ceeds earmarked for payment of such 
tax, are discussed with a generally un- 
favorable attitude. The author decries 
a special concession to a single type of 
asset and refutes the arguments urged 
by the proponents for making an excep- 
tion. These arguments are based on 
considerations of liquidity, indemnity, 
prompt payment and preservation of 
property values. 


Contending further that the factors 
of decreased revenue and inequity among 
various taxpayers weigh against the 
plan, Professor Harriss suggests that 
most of the objections might be removed 
by confining the exemption to the pro- 
ceeds of pure insurance, but including 
in the estate the savings element of the 
insurance. 


State Death Taxes: Utilization and 
Apportionment of Federal Estate 
Tax Credit 


Note, Univ. of Pennsylvania Law Review, 
November. 


This Note considers some of the prob- 
lems faced by the taxpayer who wishes 
to claim the federal credit for state death 
taxes paid, and the apportionment of the 
revenue secured by the “slack tax” (i.e. 
state supplementary death taxes designed 
to take up any difference between the 
80% eredit and the basic state tax) 
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among several states in which a de- 
cedent’s property may lie. 

Some of the questions implicit in the 
first topic — utilization of the credit — 
concern vested and contingent remain- 
ders, where the amount of the tax may 
be postponed or indefinite. On the second 
subject — apportionment — the general 
formula calls for a pro rata division of 
the credit in the ratio of the local estate 
to the total estate. This is complicated by 
the unconstitutionality of extra-territor- 
ial taxation of tangible property and the 
possible multiplicity of taxation of in- 
tangibles. A further difficulty arises 
where there is a lump sum settlement 
of the federal tax without a determina- 
tion of the amount of the taxable estate. 

It is suggested that many of the prob- 
lems would be obviated by integrating 
the basic and additional federal tax into 
one levy, with the state credit stabilized. 
This would stimulate similar integration 
by the states, and calls, perhaps, for 
consideration of federal grants-in-aid and 
sharing of the tax. Finally, further effort 
in the direction of interstate cooper- 
ation and compromise is recommended. 


Buy and Sell Agreements 


GEORGE R. CURRIE. Wisconsin Law Review, 

January. 

After citing the validity of buy and 
sell agreements with respect to corpor- 
ate and partnership interests, this arti- 


cle reviews the tax questions dependent 
upon the source of the premiums on in- 
surance used to purchase the interest 
and the recipients of the proceeds. The 
advantages of employing a corporate 
trustee are pointed out. Four methods 
for setting the purchase price of the in- 
terests are set forth. Included is a five- 
page synopsis of a typical agreement. 
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Marked Trust Growth in 49 


ANNUAL REPORTS SHOW CONTINUING INCREASES 
THROUGHOUT NATION WITH MANY ALL-TIME HIGHS 


ONTINUED substantial growth of 

assets and earnings is indicated in 
1949 for trust institutions of the United 
States, Canada, Great Britain and Au- 
stralia, according to the first 137 annual 
reports reviewed by TRUSTS AND 
Estates. Of the 130 reports received 
from 29 States and the District of 
Columbia, 79 provided specific data on 


their 1949 fiduciary developments, while — 


others contained only general state- 
ments. All seven of the foreign reports 
gave concrete information indicating 
trust growth. 


Reports contained comment on their 
trust department work such as: “steady 
flow of new business,” “successful 
year,” “serving growing number of 
customers,” “excellent,” and “substan- 
tial progress.” Several reports carried 
such remarks as, “large” net earnings. 
“unusually successful year,” “most sat- 
isfactory growth of the department,” 
“trust department is a large and im- 
portant part of the bank,” “prospects 
for future are excellent,” and “new 
business reached an all-time high.” 


Sixty-one of the 79 banks that sup- 
plied specific data reported an increase 
in the volume of trust assets for 1949, 
and of these 13 stated that assets had 
reached an all-time high. Only two re- 
ported a decline in assets. Gross earn- 
ings for the year were reported higher 
by 36 of the 79 institutions, while of the 
10 that reported net earnings nine 
showed increases. Twenty reported all- 
time highs in one or more phases of 
trust work: assets, gross or net income, 
number of Wills, corporate trust activi- 
ties, or number of customers served. 
Five specifically stated that Common 
Trust Funds had grown during the year, 
and four more that such Funds had 
been established in 1949. 


There is evidence of increased pen- 
sion and profit sharing trusts, invest- 
ment management accounts and corpo- 
rate trusts, none indicating declines in 
these fields. All banks that commented 
on the outlook for the future indicated 
optimism such as, “new Will appoint- 
ments assure an increasing backlog,” 
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“unprecedented number of Wills filed 
naming our bank,” “the number of 
Wills filed naming this bank increased 
over 1948,” and “good potentials.” 


Excerpts from the reports of 80 U. S. 















Riggs National Bank of Washington, D. C., 
shows 10lyear trust growth. 


banks and trust institutions reviewed 


follow in geographical order: 


First NATIONAL BANK OF ARIZONA, Phoenix: 


Again it can be reported that the volume 
of fiduciary business in the Trust Depart- 
ment showed a marked increase in 1949... 
Living trusts are increasing in popularity. 
Many corporations in our area are finding 
the services of the Trust Department useful 
and valuable. The earnings of the depart- 
ment were excellent. 

CALiFoRNIA Trust Company, Los Angeles: 
Completed a satisfactory year with 
gross income at the highest in the Company’s 
history. Net earnings were 23% higher than 
for the previous year. The volume of 
new trust business and new Wills filed with 
the Company continued at approximately the 
same high level as last year. Trust assets 
reached another new high, having increased 
13% during the past year. 
Citizens NATIONAL Trust & Savincs BANK, 
Los Angeles: 

The earnings of the Trust Department con- 
tinue to make an important contribution to 
the net income of the Bank, and earnings 
for 1949 have shown a gratifying increase. 

. An increasing number of customers are 
finding that the facilities of our Trust De- 
partment are of great help in carrying out 
at minimum expense, the objectives desired 
in the administration of their estates. 


Security-First NATIONAL BANK, Los Angeles: 
Activity in the Trust Department expand- 


ed, with new records established in volume 
of business handled, gross income, and _ total 
The volume of immediate fee busi- 
ness was large, and in addition an unprece- 
dented number of Wills were filed in which 


the Bank was named as executor or trustee. 


assets, 


Union Bank & Trust Co., Los Angeles: 


During the year our Trust Department con- 
tinued its record of efficient performance and 
sound growth, Assets are at an all-time high, 
having increased 27% in the last five years. 
Our customers each year are becoming more 
alert to the advantages to be derived from 
a Will or trust with this bank as executor 
and trustee. 


Citizens NATIONAL TruUsT AND SAVINGS BANK, 


Riverside, Calif.: 


The Trust 
portant departments of the bank. During the 
year it has continued the very satisfactory 
growth trend which has characterized its op- 
eration during the past several years. 


Department is one of the im- 


First NATIONAL TrusT AND SAvines BANK, 


San Diego: 


The Trust Department has had a most sat- 


isfactory growth in its business during the 
year and gross earnings exceeded those of 
any previous year. The value of all trusts is 
over $30,000,000.00 and the number of Wills 
filed for safekeeping, in which the bank is 
named as both, in- 


creased; this assures the bank a reservoir of 


executor or trustee, or 


new business in future years. 


Farco Bank & Union Trust Co., 


Francisco: 


WELLs 
San 
The Trust Department continued to exper- 
ience a steady flow of new business. 


THe First Nationa Bank & Trust Co., 
Bridgeport, Conn. : 

The Trust Department continues to grow. 
Our actual increase this year in new busi- 
ness was $1,107,650, and our potential busi- 
(Wills on file and trusts under Wills) 
to $7,676,000. 


ness 


amounted 
BristoL BANK AND Trust Co., Bristol, Conn.: 


Our Trust Department had a 
year and has continued to contribute to the 
earnings of the bank as a whole. Fees from 
trust operations for 1949 were $38,457.63. . . - 
Our fees for trust services are reasonable and 
frequently are more than offset by the tax 
savings resulting from careful estate plan- 
ning and the use of trusts. 


successful 


Hartrorp NATIONAL BANK AND Trust Co., 
Hartford, Conn.: 


a flourishing Trust Department also 


made substantial contributions to our gross 
earnings. This department is a large 


and growing part of the bank and it has 
experienced a healthy growth during the 
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past year. Assets. ... have passed the quarter 
of a billion mark. It has been a continuously 
profitable operation, each year contributing a 
substantial sum to the net earnings of the 


bank. 
Union & New Haven Trust Co., New Haven: 


... trust fees of $300,567, an increase of 
$5,757 . . funds in the trust department 
totaled $107,472,343 (an all-time high). 


TORRINGTON NATIONAL BANK AND Trust Co., 
Torrington, Conn.: 


The volume of the business of our Trust 
Department continues to show satisfactory 
growth. 


Security Trust Co., Wilmington, Del.: 


In addition, our Trust Department 
earnings were excellent, being the largest in 
the history of the Company. .. . Another im- 
portant factor is the received for the 
services rendered by its Trust Department. 


fees 


Witmincton Trust Co., Wilmington: 


Net earnings of your Company were. . . 
the highest in its history. . .. Both the Bank- 
ing and Trust Departments contributed to 
this favorable result. . . . Trust Department 
earnings were most satisfactory in 1949. But 
even more gratifying are the steady growth 
and progress of the Trust Department and 
its broadening influence’ throughout — the 
country. 


AMERICAN Security & Trust Co., 
Washington, D. C.: 


During the past sixty yaers the Trust De- 
partment has steadily until it 
administers, in its personal trust 


grown now 
division, 
assets with an approximate aggregate value 
of $200,000,000. We believe the sound policy 
established by the founders of the Company 
of making our services available to all, re- 
gardless of the size of any particular estate, 
trust, custodian accounting, has 
been a most important factor in this steady 
growth. New business amounting to approxi- 
mately $17,000,000 was received during the 
year 1949 and the gross income of the Trust 
Department amounted to $470,789,30. . . 

We are glad to report that gratifying re- 
sults have been obtained in the adjustment 
of our compensation on existing accounts, 
and we have been well pleased at the fine 
reaction from our customers in this regard. 
Each approach has been made only after a 
careful study and analysis of the particular 
account involved, and the facts concerning 
our increased costs and the need for addi- 
tional compensation have been readily recog- 
nized, 


agency or 


Riccs Nationa Bank, Washington: 


In 1949 it (the Trust Department) 
favored with much valuable new business 
represented by trusts, agencies, guardianships 
an! estates. Its assets at the close of the 
year substantially exceeded those of the 
preceding year and, in fact, were the largest 
since the department was established. Fidu- 
Clary matters of great moment were handled 
during the past year and as a result its 
earnings were the largest in its history. 


was 


Wasuincton Loan ano Trust Co., 
Washington: 


The earnings of the Trust Department for 
1949 far exceeded any previous year, and 
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* COMPANY RESOURCES * 


* TRUST ASSETS * 


1909 
$13,056,556.48 > Gad of 20 Your $30,000,000 
1929 
$37,421,951.09 » kaka. « $103,000,000 
1949 





—$167,501,638.31 


End of 60 Years 


$200,000,000 


American Security & Trust Co., of Washington, D. C., gives graphic picture 
of 40-year progress. 


contributed substantially to the earnings of 
the Company. As a result of new business 
obtained during 1949, the assets held, despite 
large distribution of trust assets during the 
year, have increased several million dollars, 
and are now at the highest total in the sixty 
years that the Company has been doing trust 
business. . . . 

The number of Wills naming the 
Company as executor and trustee, which have 
been deposited in the Trust Department, re- 
flect an increase over previous years. 


new 


Security Trust Co., Miami, Fla.: 
During 1949 we received Will appointments 
exceeding the 1948 volume by over 1,000% 


in estimated dollar volume, and over 800% 


in the number of Wills in which we were 
named. 
First NATIONAL Bank, Atlanta, Ga.: 

Our Trust Department enjoyed another 
good year, both as to the amount of new 
business secured and volume of business 


handled. During the year a substantial num- 
ber of additional individuals named your in- 
stitution’s Trust Department as executor and/ 
or Trustee for security issues of many lead- 
ing Southern concerns. 

The Trust Department today is handling 
more active accounts and a larger volume 
of Trust than ever before in its 
history. 


business 


FuLTON NATIONAL Bank, Atlanta: 
The 


Trust Department has had a satis- 
factory growth during the year with the 
volume of property under administration 
showing a substantial increase. Active soli- 
citation of new trust appointments has 
brought us the greatest number and dollar 
volume of new accounts ever received in 
any year of the bank’s history. These range 
from present fee producing accounts such as 
Pension Trusts and Agencies to future busi- 
ness in the form of executorships. 


Trust ComMPpANY OF GeorciA, Atlanta: 


Especially noteworthy is the progress of 
the Trust Departments of your institution, 
measured both by net earnings and by the 
number and value of new accounts. : 


AMERICAN NATIONAL BANK AND Trust Co., 
Chicago: 


The growth of our Trust Department con- 
tinued in 1949. We are serving many of our 
stockholders, depositors and friends in nu- 
merous fiduciary capacities and the accounts 
range from a few thousands to millions of 
dollars. 

During the past year the Corporate Trust 
Division was appointed trustee for several 
major bond issues. The number of corpora- 
tions and municipalities served as trustee, as 
paying agents for bonds and coupons, trans- 
fer agents or registrar for stock issues, or 
as depositary or escrowee, increased. The 
volume of land-title trusts expanded. .. . 


In 1949 the personal Trust Division acted 
as executor or administrator for a_ larger 
number of estates than in any previous year. 
Appointments as trustee under living trust 
agreements and under Wills, and as guardian 
or conservator for minors and incompetents, 
increased. Our estate planning service has 
been used to a greater extent this year than 
previously. Again a large number of Wills 
under which the bank is named to act as 
trustee or as executor and trustee. have been 
placed on file. 


Pension and profit sharing plans have been 
brought to the fore by developments in labor 
and management relations during the past 
year. We provide custodian management ser- 
vice for a number of self-administered pen- 
sion and profit sharing trusts. and in some 
cases serve as trustee. 


City NATIONAL BANK AND Trust Co., 


Chicago: 
The Trust Department . . . has had a 
particularly successful year. Educational 


activities and new business solicitation, year 
after year, have resulted in a gratifying 
number of appointments of the bank as execu- 
tor and trustee under Wills. The Common 
Trust Fund, established two years ago, con- 
tinues to grow in size and usefulness to trust 
customers, 


CONTINENTAL ILLINOIS NATIONAL BANK 
AND Trust Co., Chicago: 


The Trust Department again had a success- 
ful year of operation .. . Many have named the 
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Bank as executor and trustee under Wills and 
trustee under agreements. 


Corporate Customers have extensively used 
the Trust Department as trustee and deposi- 
tary for security issues, as transfer agent and 
registrar of stock, and as dividend disbursing 
agent. This department is serving as trustee 
under pension and profit sharing plans for an 
increasing number of corporations. 


First NationaL Bank, Chicago: 


Our Trust Department has shown an increase 
in every classification of personal trust service. 
Supervised agencies continue popular and our 
pension and profit sharing retirement funds 
also have grown in number and size. 


Harris Trust AND Savincs BANK, Chicago: 


The earnings of our Trust Department have 
continued to increase, each division again 
operating at a profit. Our customers and other 
friends throughout the country have evidenced 
considerable interest in pension and _ profit 
sharing plans as a result of the national atten- 
tion focused upon the subject. We have had an 
aggressive program for a number of years in 
offering our years of experience and services in 
this connection. The results of our efforts have 
been productive and we have good reason to 
believe that we will continue to receive desir- 
able appointments in this field. 


Again there has been substantial growth in 
the amount of business in our personal trust 
division. Our corporate trust activity has 
reached a new high figure in the amount of 
bonds outstanding under indentures where we 
serve as trustee. Income collected from our 
stock transfer and registrar services is in- 
creased over last year resulting from greater 
activity and additional improvements. 





Do you need some missing issues of 
TrRUsTs AND EsTtaTEs to complete your 
files? A limited number of back copies 
are still available. (60¢ each for 1948- 
49, previous years @ $1.00 each) We 
will be glad to trade any issues you need 
in exchange for any of the following 
issues, of which our supply is exhausted: 


1949: Jan Mar Apr Jun Aug 
1948: Jan Feb Jun Sept Nov 
1947: Jan Jul 
1946: Feb Jun Dec 
1945: Jan thru Sept 
1944: Jan thru Jul Sept Oct Nov 
1943: Feb Nov Dec 
1942: May Dec 
1941: Jan Feb Apr May Jun Aug Nov 
1940: Jan Feb Mar May Jun Aug 
1939: Sept Dec 
1938: Feb Apr May Jul Oct Dec 
1937: Jan Feb May Jul Oct Dec 
1936: Mar Apr Aug Sept Oct Dec 
1935: Feb Aug Dec 
1934: Feb Mar Apr May Jun Jul 
1933: Jan Jun Oct Nov 
1932: Apr Jul Oct Nov 

Certain other earlier issues are also 


needed to meet requests of banks and 
public libraries. Readers having old 
issves would oblige us with such advice. 
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AMERICAN NATIONAL BANK, Indianapolis: 


Activity in all departments continued at a 
high level with increased number of customers 
utilizing our diverse banking and trust ser- 
vices . . . Individuals have shown increased in- 
terest in estate planning because of the marital 
deduction provision of the Revenue Act of 
1948 which has afforded considerable tax sav- 
ing opportunities. Also a definitely increased 
interest in the creation of retirement plans by 
business concerns has been noted. The bank is 
now serving as trustee under various pension 
trusts created under such plans. 


FLeTcHER Trust Co., Indianapolis: 


The business of settling estates, administer- 
ing trusts and guardianships and performing 
agency services in the trust department con- 
tinues to enjoy gratifying growth. Assets of es- 
tates and trusts in our charge have increased 
by one-third in the last five years and more 
than doubled in the past ten years. 

Through the establishment of a Common 
Trust Fund during the year the Company is 
enabled to give small trusts the same invest- 
ment supervision and diversification previously 
available only to larger trusts. 


BattTimorE NATIONAL Bank, Baltimore: 


The Trust Department experienced a favor 
able year marked by the administration of sev- 
eral new trusts and increased activity resulting 
from the acquisition of new potential and 
active business in the field of personal, fiduci- 
ary and corporate trusts and agencies. The con- 
tinued steady growth of the Trust Department 
again emphasizes the prominent position that 
this important activity of the bank occupies in 
the community. 


RockKLANnn-ATLAs NATIONAL BANK, Boston: 


During the year this department (trust) has 
continued to increase its business both in the 
personal trust division and in the corporate 
trust division. 

One of the most encouraging phases of our 
trust business has been the ever-increasing vol- 
ume of new Wills in which this bank has been 
named as executor or trustee, or both. Not only 


does this reflect the confidence of our custom- 
ers and their friends but indicates that a sound 
foundation for the future is being laid. 


Worcester County Trust Co., Worcester: 


The Trust Department, which is a large and 
important part of our business, has shown a 
very substantial and gratifying growth for the 
year with total securities and other property 
under its care in excess of $80,000,000, repre- 
senting an increase of over $5,000,000. In the 
last five years these figures have increased over 
$20,000,000 . . . The record of the Common 
Trust Fund established last year has borne out 
our expectations for it, both from the stand- 
point of improved investment position for our 
patrons and operating economies for ourselves, 


NatTioNaAL BANK oF Detroit, Detroit: 


The Trust Department had a very successful 
year. Many additional accounts were received 
and prospects for further growth are excellent, 
This department is an increasingly important 
part of the bank and also of the financial life 
of the community. 

During 1949 the Trust Department was 
named as trustee under a $25,000,000 bond is- 
sue of Michigan Consolidated Gas Company, 
as subscription agent for 699,743 shares of 
stock of The Detroit Edison Company, and as 
trustee under a $6,750,000 issue of equipment 
trust certificates of The Chesapeake & Ohio 
Railway Company. In addition to these, many 
other corporate appointments were received. 


MicuicAn Nationa Bank, Grand Rapids: 
The trust activity of the bank is very sub- 

stantial, with trusts exceeding $30,000,000. 

Ist Bank Stock Corporation, Minneapolis: 


The many services of the trust departments 
(eleven) are being utilized by an increasing 
number of individuals and business corpora- 
tions ... Approximately $489,000,000 of assets 
are serviced by these trust departments in their 
fiduciary capacities. 


First NATIONAL Bank, Jackson, Miss.: 


The Trust Department has done very well 


1950 


For prompt, experienced assistance to help 
you meet your trust and business needs in 
busy Central Massachusetts .. . 


SEE THE 


Worcester County Trust Company 


TRUST DEPARTMENT OFFICES 


344 MAIN STREET, WORCESTER, MASSACHUSETTS 
533 MAIN STREET, FITCHBURG, MASSACHUSETTS 
249 MAIN STREET, SOUTHBRIDGE, MASSACHUSETTS 


Member Federal Deposit Insurance Corporation 
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indeed this year. It is steadily growing and 
with the increased interest in estate and trust 
matters resulting from changes in the internal 
revenue laws, we may reasonably expect it to 
continue to do so... The Supreme Court of 
Mississippi in an opinion rendered a few years 
ago made the statement that if all the losses to 
widows and orphans up to that time caused by 
the careless and inefficent management of es- 
tates could be summed up, the total would per- 
haps be sufficient to pay the State debt. 


MerCANTILE-COMMERCE BANK & Trust Co., 
St. Louis: 


The Trust Department continued to grow in 
all divisions, experiencing a satisfactory year 
in both expansion and profits .. . There is sub- 
stantial increase in the number of trusts under 
Will and under agreement. Managing agency 
accounts continued to be very popular with our 
customers, and 1949 again brought an increase 
in this type of business .. . The year witnessed 
increased activity in estate planning . . . The 
corporate division of the Trust Department also 
had a very successful year . . . The bank is 
looking forward to a considerable increase in 
pension fund trusteeships in 1950 because of 
the widespread interest in trusts of this kind 
which has developed since the settlement of 
several labor disputes during the year. 


PeorpLes Trust Co., Hackensack, N. J.: 


The two departments of the company which 
made outstanding strides during the year were 
the Time Sales Department and the Trust De- 
partment . . . The Trust Department showed 
an increase for the year of 74%. 


Prainrietp Trust Co., Plainfield, N. J.: 


The progress of the Trust Department in 
1949 is best indicated by the steady growth 
during the year. On January 1, 1949, we were 
administering in various fiduciary capacities 
529 accounts, having an aggregate book value 
of over $32,700,000. At the present time the 
number of accounts has increased to 564 with 
a book value of $34,400,000, an increase of over 
$1,700,000. 


ESTABLISHED 


Montciair Trust Co., Montclair: 


The assets held in our Trust Department as 
of the year-end had a book value of more than 
$30,300,000 and consisted of the following 
items: 

Common and Pfd. Stocks — $14,547,159.47 

U. S. Government, Municipal 

& Corporate Bonds __..._ 13,143,272.89 

First Mortgages on improved 


real estate - 787,811.69 


Real Estate held for dis- 
tribution _.. pats 387,375.64 
Savings and Building & Loan 
Shares 365,864.55 
Sundry 130,005.12 
Cash, held temporarily for 
Federal and State Taxes, 
expenses and distribution 941,736.93 
$30,303,226.29 


Common stocks having no par value are gen- 
erally carried on the books in custodian ac- 
counts at $1 per share, so that current market 
values would largely exceed the above book 
figures. 

Last year the Trust Department collected 
more than $1,700,000 of income for the account 
of various estates, trusts, safekeeping and cus- 
tody accounts which we are handling. 


MANUFACTURERS AND TRADERS Trust Co., 
Buffalo, N. Y.: 
The 


year. 


Trust Department had another busy 


Marine Miptanp Corporation, Buffalo: 


Trust Departments being operated in sixteen 
Marine Midland Banks continued their sus- 
tained growth and their volume of work has 
increased accordingly. A well-organized busi- 
ness development program has done much to 
bring about these satisfactory results. Commis- 
sions and fees received by them showed an in- 
crease over those reported in 1948. 


Mount VERNON Trust Co., Mount Vernon: 


Our Trust Department showed very satisfac- 
tory gross earnings for the year 1949 . . . do- 
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ing better than it has done for the past ten 
years, with the exception of the year 1947. 

During the past twelve months, this depart- 
ment completed its work on, and distributed 
to beneficiaries, the sum of $222,975.53. New 
business for the year placed on our books 
amounted to more than $185,000. 


Bankers Trust Co., New York: 


Today we administer pension trusts for over 
200 American concerns, among them a number 
of the nation’s leading corporations. The plans 
handled by us cover more than 1,000,000 indi- 
viduals, and we issue and distribute pension 
checks each month to more than 30,000 retired 
employees. Pension trust funds under our ad- 
ministration aggregate approximately $1,.800.- 
000,000. 

In my report to stockholders last year I 
commented on our establishment of a Discre- 
tionary Common Trust Fund for the benefit of 
our smaller trusts and estates. I can now report 
that our experience with this Fund confirms 
our earlier belief in its many advantages. 


CHASE NATIONAL Bank, New York: 


In the field of personal trust activities, the 
most interesting development was the estab- 
lishment of a Discretionary Common Trust 
Fund ... the fund was established last Novem- 
ber 1 with 173 participating trusts. It is ex- 
pected this fund will show substantial growth 
. . . Our estate planning division is rendering 
service of immediate value to many owners of 
substantial estates . . . Over a period of many 
years our pension trust division has assisted 
hundreds of employers in establishing employee 
benefit plans . . . We look forward to a con- 
tinued growth in the already large number of 


] emadnh 
GALLERIES 


160 East 56thSt.NX22 


CENTRALLY LOCATED IN 
THE ANTIQUE DISTRICT. 





Specializing in the sale of 


PERSONAL PROPERTY 


Entire Estate Furnishings 
or Residuary Effects 


At the Galleries or in the home. 


We are equipped to handle sales 
of any scope in our spacious 


MAIN and SECONDARY GALLERIES 


OUR REPUTATION FOR PROMPT 
AND ACCURATE ACCOUNTING 
can be vouched for by the numerous 
Banks, Trust Companies, Law Firms 
and Individuals for whom we have 
produced satisfactory results. 


Consultations involve no obligations. 


WILLIAM J. COLEMAN 
GEORGE J. ROEDIG 
RICHARD ELLETT 


Auctioneers and Appraisers 
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Healthy contribution to the income dollar of New York’s Irving Trust Company, is made 
by the fiduciary fees. 


such plans under which the bank is acting as 
trustee. 

Although confronted with increasing compe- 
tition, the bank continued to maintain a lead- 
ing position in the specialized fields of corpo- 
rate trusteeship, coupon and dividend paying 
and other functions including the transfer and 
registration of stock. The facilities of these 
dividends are being utilized by an increasing 
number of corporations, States and their politi- 
cal subdivisions, and other governmental agen- 
cies in connection with security issues. 

Through custodian accounts more than 
10,000 individuals and corporations are now 
relying on Chase for safekeeping of their se- 
curities and the handling of their investments 
and income as directed. An increasing number 
of these customers are finding it advantageous 
to retain our investment advisory service in 
conjunction with their custodian accounts. 


CHEMICAL Bank & Trust Co., New York: 


Results for the year indicate that this depart- 
ment (personal trust) has enjoyed one of its 
best years in growth and earnings ... This 
department (corporate trust) is one of the 
major sources of operating income listed in 
this report as “Other Income.” . . . The number 
of these fee producing appointments on our 
books grew further during 1949 . . . The share- 
holders will be interested to learn that consid- 
erable growth has been experienced in the 
Pension Trust Division since your last meeting. 


City BANK Farmers Trust Co., New York: 


We are now acting as trustee for a substan- 
tial number of pension trusts, and studies are 
in process in response to numerous inquiries 
which should lead to additional appointments. 

The Personal Trust Division was appointed 
executor or administrator during the year for 
a substantial number of new estates with a 
dollar volume about the same as in 1948. Ap- 
pointments as trustee from individuals were in 
larger volume than in the preceeding year and 
there was also an increase in the amount 
placed with the Trust Company under its 
Custodian Management Service. 

\ sizeable increase was shown in the num- 
ber of additional bond issues under existing 
trusts... 


Commercia Nationat BANK AND Trust Co., 
New York: 

The various services offered by the Corporate 

and Personal Trust Departments have been 
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availed of by an increasing number of indi- 
viduals and corporations. 


GUARANTY Trust Co., New York: 


The rise in the cost of doing business since 
1942 has made it necessary to increase its fees 
for some of the services of this department. A 
sympathetic approval of these increases has 
been received from customers. 

The corporate and 
experienced increased activity for the 
and the other divisions have shown a normal 
growth of new 


have 
year, 


transfer divisions 


business. 


Irvinc Trust Co., New York: 


Of growing importance is the assistance 
given customers in the management of their 
investments through Advisory Custodian Ac- 
counts, 

Pensions have come to the forefront of public 
interest in recent months and will present prob- 
lems to leaders of industry and labor for years 
to come. The Personal Trust Division is active- 
ly helping in the development of pension plans. 

Continued activity in the securities market 
and a large volume of public utility financing 
resulted in more fees and commissions for the 
Corporate Trust Division than in any previous 
year. 


Marine Mipianp Trust Co., or New York: 


Trust commissions and fees for 1949 were 
the highest in our history, occasioned primarily 
by peak activity in the corporate trust and 
stock transfer divisions. 


The recent growth in pension planning by 
our corporate customers actively engaged our 
commercial and personal trust officers in fur- 
therance of this business. 


A satisfactory volume of new business in the 
trust field was secured during the year. 


MANUFACTURERS Trust Co., New York: 


The net earnings of our Corporate Trust De- 
partment for the year 1949 increased materially 
over the net earnings for the previous year, 
due primarily to greater activity in established 
accounts, 


Our Personal Trust Department continues to 
show a reasonably satisfactory growth, a good- 
ly number of new Will appointments having 
been obtained during the year... 


Our Personal Trust Department placed in 
operation on August 1, 1949 . . . what is 


termed Manufacturers Trust Company’s Dis. 
cretionary Common Trust Fund “A.” 


J. P. Morcan & Co., New York: 


The Company’s agency services—fiscal, trans. 
fer, custody, investment advisory—were called 
upon in greater volume. Its trust and fiduciary 
work, both personal and corporate, continued 
to grow. 


Pustic NATIONAL Bank AND Trust Co., 


New York: 


Our Trust Department, adequately staffed 
with experienced personnel, serves a growing 
number of our clients. 


TITLE GUARANTEE AND Trust Co., New York: 


During the year 1949 further reductions were 
achieved in the operating expenses of the trust 
division. Many of these economies were the re- 
sult of improved methods without impairment 
of the efficiency and careful administration of 
our fiduciary responsibilities. 

We contemplate the establishment early in 
1950 of legal and discretionary Common Trust 
Funds and believe this will help to reduce the 
cost of administering small accounts ... 

The 


ceived during the past year has been encourag- 


volume of new fiduciary business re- 
ing and substantially offsets the loss of revenue 
from estates and trusts which terminated dur- 


ing the year. 


aND Trust Co., 
Car.: 


Wacnovia BANK 
Raleigh, N. 


Total assets now being administered by the 
Trust Department are conservatively estimated 
to be in excess of $250,000,000 at current mar- 
ket values. This compares very favorably with 
the estimated value of $230,000.000 a year ago. 

During the past year the volume of pension 
trusts handled by the department continued to 
grow, and we were named in eight new plans 
by well known businesses in our trade area. 
We are now serving 68 companies and organ- 
izations as trustee of their retirement plans. 
and investment funds already placed in these 
trusts now have market value of about $20, 
000,000. This is a marked increase over the 
$14,000,000 estimated value of these funds at 
the previous year end. 

Our Common Trust Fund continues to merit 
the keen interest that has been brought forth 
... From its humble beginning in 1941, with 
a volume of about $250,000 for about 100 ae- 
counts, our Common Trust Fund has grown to 
$8,600.000 with 747 participating accounts. 


First BANK AND Trust Co., Utica, N. Y.: 


Fiduciary funds and assets administered by 
our Trust Department increased $7,282,207.01 
during 1949 and at the year-end amounted te 
$48 509,136.88. 
under 

Agreements 
Executorships, guardianships 


Wills and 
$10.339.415.54 


Trusts 


and committeeships 2,099,288.95 
Custodianships and 


fiduciary accounts 


other 
35.070,432.39 


Total fiduciary accounts — $48,509,156.88 


First NaATionat Bank, Akron, Ohio: 


The steady growth of our personal and cor 
porate trust business continued through the 
vear. The volume of business and gross earl 
ings reached a new all-time high. 

In the development of new business, we have 
found an increasing desire from persons ¢ 
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modest means to benefit by our services in the 
administration and settlement of their estates. 

The attention of our Trust Department is 
being directed increasingly to Pension and 
Profit Sharing Plans for corporations. 


CENTRAL NATIONAL BANK, Cleveland: 


During the year, new emphasis to an old 
activity of our trust department made its ap- 
pearance in the setting up of pension trust 
funds for employers Likewise, we are 
pleased to report, there has been a marked 
quickening of activity in our personal trust 
department where we have taken on large 
items of business, immediate and testamentary. 


CLEVELAND Trust Co., Cleveland: 


Our Estates Trust Department again showed 
substantial progress, and we believe the out- 
look for further growth is excellent. 

Our General Trust Fund has completed its 
fourth year of operation. Substantial funds 
have been added during the year. The operat- 
ing results have been satisfactory. 

BANK OF CLEVELAND: 


THe Natrionan Crry 


Our Trust business has been 


augmented during the year by the acquisition 


Department 


of important new accounts and, though fees 
are moderate in relation to the services per- 
formed and responsibilities assumed, our trust 
business makes a substantial contribution to 


the bank’s profits. 


Onto Citizens Trust Co., Toledo: 


The favorable trend experienced in previous 
years continued in 1949, resulting in further 
increases in revenues and in the 
value of trust assets under administration. Dur- 


satisfactory 


ing the year an increasing number of customers 
have made use of the trust department’s securi- 
ties management service . 

NATIONAI 


First Bank, Portland, Ore.: 


During the year our Trust Department con- 
tinued its poliey of vigorously extending its 
services to all parts of Oregon. A new division 
Was opened in Salem in response to a substan- 
... The other branch 
division at Medford continued to show a rapid 


tial and. growing demand 


erowth ... 


\s a result. the business of the Trust De- 
partment increased substantially in 1949, both 
as to millions of dollars of assets administered 
and operating revenues received. In addition. 
the number of Wills deposited, in which our 
bank was named in a fiduciary capacity, set a 
new annual high. 


Unitep States Natioxar Bank. Portland: 


The year has been an active one for the Trust 
Department. The number and value of probate 
accounts have improved materially, while as- 
sets under trust have increased approximately 
9.6%. The corporate section has increased its 
stock agency accounts and has also been se- 
lected as trustee under bond issue, some of 
Which are national in scope. 

All in all, the Trust Department has had a 
“ood year, showing healthy growth and vigor- 
ous activity in all fields. 


Fipetivy-PHILADELPHIA Trust Co., 
Philadelphia: 
The Personal Trust Department reported the 
highest gross earnings in our history, and the 


Corporate Trust Department not only had sub- 
stantial direct earnings but also indirectly 
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benefited other departments by its activities. 


For the first time in the history of the Com- 
pany, gross earnings of the Personal Trust De- 


partment exceeded $2,000,000. 


The effort in the past to obtain increases in 
rates on old business to bring compensation to 
a better level has met with good success. In 
the main, customers appreciate the inadequacy 
of old rates under today’s costs. However, the 
principal increases from renegotiation of old 
arrangements have been largely obtained. The 
Company has published a booklet setting forth 
standard charges for its Trust Department ser- 
vices and it is our policy not to accept busi- 
ness unless it can be undertaken at a reason- 
able profit. 


As such a large number of our trusts are in 
the small and middlesize brackets (43% under 
$25,000) it would be impossible for us to give 
the investment supervision required at a cost 
which they could afford to pay if it were not 
for the use of our Discretionary Common Trust 
Fund and the Legal Common Trust Fund .. . 
At December 31, about 57% of all our trust 
accounts were invested wholly or partly in one 
or the other of our two Common Trust Funds. 
At year-end the Discretionary Fund had a mar- 
ket value of $42,538,000 and the Legal Fund 
had a market value of $6,987,000. 


Girarp Trust Co., Philadelphia: 


This department in 1949 continued to show 
substantial growth. We received $48,000,000 of 
new assets in accounts of all types, bringing 
the total of new active business placed on our 
hooks during the past five years to a quarter 
of a billion dollars, actual market value. 


There are some who believe that the trend 
of trust business is downward and, further, that 
the business is not profitable. The experience 
of Girard Trust Company does not substantiate 
this. Our trust business after 113 years con- 
tinues to grow. Its profits, although not com- 
mensurate with the work and responsibility in- 
volved, make a contribution to the earnings of 
our Company. 


Included in the new assets coming under the 
care of our Trust Department this year was 
more than $23,000,000 in new decedent’s es- 
tates in which Girard was appointed either as 






executor or as administrator. The number of 
new estates and the dollar volume were both 
greater than in any of the previous ten years. 
The total includes, of course, only decedent’s 
estates coming into immediate administration. 
Girard was also appointed executor in a far 
larger volume of Wills which will become oper- 
ative in future years. 


The Diversified, or Common Trust Funds 
which we operate for the investment of funds 
of less than $50,000 are ten years old as of the 
end of the fiscal year . . . Through utilization 
of these Diversified Funds it is possible to 
purchase for each of these accounts an interest 
in a well-balanced portfolio of as many as 170 
different security issues. If invested entirely 
in a Diversified Fund, we can now manage a 
$10,000 trust account for a fee of $50 a year 
and still realize a small margin of profit for 
the Company. (The $50 a year fee is a straight 
pay-as-you-go charge with no extra “termina- 
tion fee” of any kind.) Similarly. we can oper- 
ate a $25,000 trust for $125 a year and a 
$50,000 trust for $250 a year without charging 
any “termination fees” or “distribution fees,” 
and again produce a small margin of profit for 
the Company. 


Gross revenue of the Corporate Trust De- 
partment was $149,313.82 this year as com- 
pared with $92,237.15 in 1948. This department 
is growing in a very satisfactory manner. 


Lanp TitLe BANK & Trust Co.. 
Philadelphia: 


As was anticipated in last year’s report, we 
have continued to receive a number of new and 
desirable accounts, a favorable trend which we 
are confident will continue. 


Our Discretionary and Statutory Common 
Trust Funds continue to operate most satisfac- 
torily. Each of these now represents invest- 
ments of over $5,000,000. 


Our Corporate Trust Department’s income 
showed a small improvement over the previous 
year, 


(Further quotations from annual re- 
ports on trust progress. will be given 
in the April issue.) 






f 


E 8572 MEN. WOMEN 
AND CHILDREN 


% 


18} Churches and 
UU Religious Organizations 


Fie, 


19? Hospitals. Schools and 
Charitable Organizations 


Ete 


768 Funds. tor the care 
of Cemetery. Lots 


Fidelity-Philadelphia Trust Co. shows interesting breakdown of income and distribution. 
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Public Expresses Attitude Toward 


Common Stock Ownership 


RENSIS LIKERT 


Director, Institute Social Research, University of Michigan 


T the beginning of 1949, about 8% 

of all spending units, or somewhat 
more than four million spending units 
in the United States held marketable 
common stock. (A spending unit is de- 
fined as all persons living in the same 
dwelling and belonging to the same 
family who pool their incomes to meet 
their major expenses.) The total num- 
ber of individuals who own some com- 
mon stock is estimated to be over six 
million, since in a substantial number 
of spending units more than one indi- 
vidual owns common stock. 


These results are based on the 1949 
Survey of Consumer Finances conducted 
by the Survey Research Center of the 
University of Michigan for the Board of 
Governors of the Federal Reserve Sys- 
tem. 


Of all spending units owning common 





Excerpts from an address at the Public Educa- 
tion Forum, Investment Bankers .Association of 
America, Hollywood, Florida, Dec. 3, 1949. 


stock, about one-third own stock valued 
by them at less than $500; about one- 
fourth own stock valued by them at over 
$5,000. Almost one-half of all spending 
units who own common stock own stock 
in one corporation only. Numerous 
checks are made on the accuracy of 
these surveys. 


Income and Stock Ownership 


The chart shows the relation between 
income and the ownership of common 
stock. As will be observed, there is a 
very marked tendency for appreciably 
more people in the higher income groups 
to own common stock than in the lower 
income groups. The proportion of dif- 
ferent income groups who own com- 
mon stock varies from 3‘« for those 
with less than $2,000 money income in 
1948 to 16‘+ for those with 
of from $5,000 to $7,500 
46‘. for those with incomes over $10,- 


000. It is striking. nevertheless. that 


incomes 
and on to 


Results of Investing $100 in Five Types of Investments 





EACH SYMBOL 
REPRESENTS $1 
OF ANNUAL INCOME 


Of the 887 common stocks listed on the New York Stock Exchange which paid cash 

dividends in 1949, 35 issues yielded five per cent and over. The median yield of 7% 

compares with 7.8% the year before, with nine out of ten of these stocks making pay- 

ments, most of which (526) were in the range of 5 to 9 per cent. The chart shows the 

comparative yield under different forms of investment, as reported in the January (Jan. 50) 
issue of “The Exchange.” 
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PROPORTION OF OWNERS OF 
MARKETABLE COMMON STOCK 
Spending Units in Various Income Groups 


Who Own Common Stock 


42 


+A 


9% 


242001 
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only 46°. of those spending units with 
over $10,000 in 
common stock, 


money income own 


Only one percent of those spending 
units who hold no liquid assets (gov- 
ernment bonds and bank deposits) own 
common stock. The proportion of spend- 
ing units who own common stock in- 
creases on the average as the holdings 
of liquid assets increase. Ten percent 
of those spending units holding between 
$500 and $2,000 of liquid assets own 
common stock; 13 of those holding 
between $2,000 and $5,000 and 34% of 
those holding $5.000 or more of liquid 
assets own common stock. It is signifi- 
cant that many 
tend to hold more funds in the form of 
liquid assets than are invested in com- 


more spending units 


mon stock. Even units who own com- 
mon stock tend to have more resources 
in liquid assets than in stock. 

The proportion of spending units own- 
ing common stock increases with age 
from 2'¢ up to 11% for the group 
from 45 to 54 years of age. Although 
the proportion of spending units in the 
age groups 54. which 
mon stock does not increase with age (it 
remains: about 10‘. ), those spending 
units in the older age groups have more 
funds invested in stock as their age in- 


over own com- 


creases, 
The business and professional groups 
have the largest proportion of spending 
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units owning common stock—15% for 
each group. Nine percent of the spend- 
ing units whose occupation falls in the 
“other white collar” group, such as 
sales and clerical work, own common 
stock, but only 4% of the skilled and 
unskilled group own common stock. The 
influence of contacts, exposure to in- 
formation about stocks and probably 
sales solicitation is reflected in the dif- 
ference between 9% and 4% since the 
two occupational groups do not differ 
appreciably in income. 

Among spending units in metropoli- 
lan areas, 10‘ 
Eight percent of the units living in cities 
between 50,000 and 1,000,000 own com- 
mon stock and the proportion of units 
owning stock decreases to 5% in com- 
munities ranging in size from 2,500 to 
50,000, There is a slight increase in 
frequency of ownership in rural areas. 


the proportion being 8. 


own common. stock. 


It is clear that millions of spending 
units have resources that they could 
invest in common stock. Why is it that 
they do not do so? We obtained reasons 
from answers to the question: “Suppose 
a man has some money over and above 
what he needs for his expenses. What 
do you think would be the wisest thing 
for him to do with his money nowa- 
days——put it in a savings account or in 
a checking account, buy government 
invest in real 
estate, or buy common stock with it? 
... Why do you make that choice? . . 
You didn’t discuss common stock: what 
do you think of it?” 


savings bonds with it. 





About 30° of all spending units with 
over $3,000 jncome, and 20% of all 
spending units with over $5,000 income, 
did not express an opinion about com- 
mon stock. 


83°. Negative 


For spending units with money in- 
comes over $3,000 and also again for 
those with incomes over $5,000 the 
majority of attitudes are clearly unfavor- 
able toward common stock. Eighty-seven 
percent of the spending units with in- 
comes over $3,000 express an unfavor- 
able attitude; and of those with in- 
comes over $5,000, 83% express a 
negative opinion. The reasons given for 
the unfavorable attitudes vary with in- 
come. The lower income groups are 
more likely to say they would not in- 
vest in common stock because they are 
unfamiliar with them. The higher in- 
come groups, however, more often men- 
tion that not safe as the 
reason for not buying them. 


stocks are 


Many units expressed the opinion that 
a person needed to spend all his time 
studying stocks and to become an in- 
sider, or have a very close friend who 
was, otherwisie he could not hope to 
invest in profitable or even safe com- 
mon stocks. 


The fundamental problem is not an 
economic one. The available data clear- 
ly indicate that there are adequate finan- 
cial resources in the hands of the public 
for a substantial increase in ownership 
stock. The fundamental 
problem is a motivational problem. What 


of common 





FOR 


California Property 


ANCILLARY SERVICE 


is available at the oldest independent 


trust company in the Pacific Southwest 





TITLE INSURANCE AND TRUST COMPANY 


433 South Spring Street, Los Angeles 13 
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do people want and how can the neces- 
sary trust and familiarity be developed ? 
What safeguards are necessary to pro- 
tect the public? What steps will be most 
effective in motivating people to pur- 
chase common stock? 

The scientific solution of this complex. 
motivational problem calls for an in- 
tegrated program of research and action. 
A single study would be of little value. 
A continuous cycle of research and 
action is required. Research to find out 
what should be done; action to test the 
research results; further research and 
then action guided by the additional re- 
sults. A continuous application of this 
cycle is needed. 


a 2. SS 
Mutual Funds Near $3 Billion 


The combined assets of 130 in vest- 
ment companies, both closed-end and 
open-end, amounted to $2,768,000 with 
19,128,000 shareholders on December 
31 last, according to figures released by 
the National Association of Investment 
Companies. Total net assets of the 9] 
mutual funds increased $468,000.000 
during the year to $1.974,000, the 
number of investors rising from 722.- 


000 to $42,000. 


MEREDITH 
GALLERIES 


16 East 52ND STREET 
NEW YORK 22, N. Y. 
PLaza 3-0572 


SALES AT PUBLIC AUCTION 
FOR ESTATES OR INDIVIDUALS 


ANTIQUES, FURNITURE, 
FURNISHINGS, PORCE- 
LAINS, PAINTINGS, 
RUGS, SILVER, JEWELRY, 


etc. 


LITERARY PROPERTIES. 
ACCEPTED APPRAISERS 
FOR INHERITANCE TAX, 
INSURANCE, etc. 


Bank References Upon 
Request 


~~ 


Under the Personal Supervision 
of 
Mr. BRADLEY DELEHANTY & 
Mr. STANLEY SOLON 














Income Tax 


Bequest to executor in addition to 
commissions is not income. Decedent 
during his lifetime was executor and 
trustee of estate of one Knapp, who died 
in 1931. Knapp’s will provided that 
upon death of his wife if his estate was 
te i ee ak a sufficient to pay the forego- 
ing bequests, then I bequeath to my said 
trustee the sum of Five Thousand Dol- 
lars, which I hereby direct shall be re- 
tained by him as compensation for 
services, in addition to such legal fees 
or commissions as he shall be entitled 
to receive ..... ’” Upon wife’s death 
in 1944, decedent paid himself $5,000, 
which, in addition to statutory commis- 
sions, he reported as taxable income but 
subject to allocation over period of 
years as permitted by Section 107 of 
Code. When deficiency was assessed by 
Commissioner against decedent, dece- 
dent’s executor contended that $5,000 
was non-taxable bequest and not income. 


HELD: Bequest not taxable. Where 
a bequest is made in lieu of commis- 
sions, it is considered income. Here, 
however, there was no requirement that 
services be rendered before bequest was 
paid. Will was to be viewed as “requir- 
ing only that decedent become trustee,” 
without requirement that he perform 
any particular services and without the 
consequence that payment amounted to 
compensation for any such_ services. 
Estate of Thompson, v. Comm., T.C. 
Memo Jan. 10, 1950. 


Charitable contribution of trust attri- 
butable to long term capital gain is not 
deductible in full. Trustees, as directed 
by will, permanently set aside for chari- 
table foundation 45% of trust’s net in- 
come for fiscal period involved. In fidu- 
ciary return, trustees deducted, as chari- 
table contribution, 45% of ordinary net 
income set aside for Foundation. They 
also reported capital gains, and took 
into account only 50% thereof in com- 
puting trust’s taxable income. From 
this, trustees deducted 45%, represent- 
ing proportionate share of trust’s con- 
tributions to charitable Foundation. 
Commissioner alleged that deduction 
should be allowed only for proportionate 
part of charitable contribution that was 
attributable to half of recognized capi- 
tal gains that were taken into account. 
Court of Claims granted refund. Com- 
missioner appealed. 

HELD: Commissioner sustained. Sec- 
tion 162(a) permits trust to deduct from 
gross income contributions made to a 
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charitable organization, without limita- 
tion. Section 117(b) provides that only 
50% of long term capital gains shall 
be taken into account in computing net 
income of trust. These statutes were 
construed as including in “gross in- 
come” only that percentage of capital 
gains which is included in net income, 
that is, 50% of long-term gains; so that 
instant trust, which set aside 45% of 
its total income for charity, can deduct 
only proportionate part attributable to 
50% of capital gains taken into account. 
United States v. Benedict, Supreme 
Court, Feb. 138, 1950. 


Alimony payments taxable to wife. 
In 1923 taxpayer and her husband en- 
tered into separation agreement in 
which he agreed to pay her $17,500 per 
year for life. Agreement acknowledge 
that husband had simultaneously trans- 
ferred to trust company, in trust, cer- 
tain securities to guarantee payment. 
Husband also agreed to make up any 
deficiency between trust income and 
$17,500. After 1942 Revenue Act, hus- 
band paid trustee sufficient amount to 
make up deficiency. Wife reported pay- 
ments as income and subsequently filed 
claims for refund for the years 1943, 
1944 and 1945. 


HELD: Payments constituted income 
to wife. Refund denied. Section 171(a) 
of Code provides that a wife, legally 
separated or divorced, must include in 
her gross income amount of income of 
trust which she is entitled to receive, 
and which otherwise would be includible 
in gross income of husband. Payments 
made by husband, through trustee, to 
defray deficiency, were taxable to her 
under Section 22(k). Mahana v. United 
States, Court of Claims, Feb. 6, 1950. 


Fraud penalties survive death of tax- 
payer and may be recovered from his 
estate. Commissioner discovered fraud 
on income tax returns subsequent to 
decedent’s death, determined deficiencies 
against his estate, and levied fraud 
penalty of 50% of tax for each year 
involved. Decedent’s administrator con- 
tended that additions for fraud did not 
survive taxpayer’s death. 


HELD: For Commissioner. Additions 
to tax for fraud are not penalties, but 
are intended to reimburse Government 
for loss and expense occasioned by tax- 
payer’s fraud, and, being remedial 
rather than punitive, such fraud assess- 
ments survive death of taxpayer and 
may be recovered from his estate. Kirk 
v. Comm., C.A.—1, Feb. 2, 1950. 


Capital gains paid to legatee during 
administration not deductible. Decedent 
left residue of estate to wife who sur- 
vived him only two weeks. Will was 
silent as to disposition of any income 
earned or realized by estate during ad- 
ministration. During fiscal period from 
May 3, 1988, date of decedent’s death, 
to April 30, 1939, executors, by sale of 
certain of assets of estate, realized a 
net short term gain of $504,379. Out 
of this, executors during period of ad- 
ministration paid wife’s estate sum 
of $483,126, and took deduction under 
Section 162(c) as payment of income. 
Commissioner disallowed deduction on 
ground it was payment of principal. 


HELD: Refund denied. Section 162- 
(c) permits estate to deduct income 
“properly paid” to legatee or beneficiary, 
and included in term “income” are gains 
from sale of capital assets. However, 
whether capital gains of estate realized 
during period of administration consti- 
tute “income” which may be “properly 
paid” during period of administration 
depends upon will and law of state in 
which estate is being administered. In 
New York, where estate was being ad- 
ministered, capital gain received by 
estate becomes payment of corpus when 
distributed to legatee. Hence estate 
could not deduct as “income properly 
paid” amount of capital gain distribu- 
ted to residuary legatee. Est. of Cornish 
v. Hoey, C.A.—2, Jan. 30, 1950. 


Loss from inherited real property not 
used in business is capital loss. Taxpay- 
ers inherited an interest in unimproved 
real property in 1937. From 1940 to 
1942, they paid no taxes on property, 
and in 1943 they offered to sell property 
to bank which also had interest in it, 
for $100. Offer was accepted and tax- 
payers took deduction on income tax 
returns for ordinary loss. Commissioner 
assessed deficiency on ground that re- 
sulting loss was capital loss. 


HELD: Loss on sale of lot was a capi- 
tal loss and not an ordinary loss. “The 
taxpayers were not engaged in trade 
or business in which the real estate 
was used; they never appropriated the 
lot to the trade or business of develop- 
ing’ property—actually it was not put 
to any use, for it was vacant and un- 
improved; nor did they prove that they 
were in the business of developing un- 
improved real estate for income-pro- 
ducing purposes.” Beck v. Comm., C.A.-1; 
Feb. 6, 1950. 
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Where separate trusts are created in- 
come is taxable to each. Grantor assign- 
ed to trustee one-half interest in speci- 
fied formulae for benefit of four grand- 
children, with directions to trustee to 
divide income into equal parts, credit 
such parts separately to each grand- 
child, and invest and reinvest same for 
each grandchild’s account for specified 
periods. For 1941, 1942 and 1943, fiduci- 
ary filed income tax returns treating 
trust agreement as one trust. In 1945, 
trustee filed claims for refund, contend- 
ing that income under trust agreement 
should be taxed as income from four 
separate trusts. 


HELD: Refund granted. Four separ- 
ate and distinct trusts were created 
with respect to income received by bene- 


ficiaries. Dominion National Bank v. 
Hale. D.C., Middle District, Tennessee, 
Jan. 3, 1950. e 

Estate Tax 


Clifford rule does not obtain with re- 
spect to estate tax. Decedent, in 1937, 
at age of 54, created trust for benefit 
of children. Wife, as one of trustees, 


had right to use income for support 
and maintenance of children if neces- 
sary. Upon decedent’s death in 1944, 


Commissioner included trust property in 
estate on ground that transfer had been 
made in contemplation of death, and 
further that because of control retained 
by donor, property was includible in 
decedent’s estate under Clifford rule. 


HELD: Property not includible in 
decedent’s estate. Trust here was irre- 
vocable and gave decedent no power to 
alter or amend. Fact that income could 
be used for support and maintenance 
of children did not render it includible 
in estate. Moreover, property was not 
includible in decedent’s estate as falling 
within doctrine of Clifford case, since 
doctrine of “substantial ownership” has 
no application in estate tax field. Estate 
of Sessoms v. Comm., T.C. Memo, Dec. 
12, 1949. 


Annuity contract powers not taxable. 
Opinion in Estate of Haggett v. Comm., 
reported in February issue, was with- 
drawn by an order of Tax Court, dated 
February 1, 1950, upon filing of motion 
for reconsideration on ground that 
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Court failed to consider two of issues 
raised by pleadings. 


Valuation of stock not decreased by 
annuity obligation. Decedent and two 
sisters were joint owners of 3,000 shares 
of common stock of corporation which 
were purchased from their mother. Pur- 
chasers agreed to pay as part of pur- 
chase price $2,400 per year to seller’s 
son John as long as he lived. Decedent’s 
one-third interest in stock was _ be- 
queathed to his sisters. At time of his 
death, payments were still being made 
to John. Commissioner valued interest 
of decedent without diminution on ac- 
count of annuity payable under contract 
of purchase. 


HELD Commissioner sustained. An- 
nuity would not reduce value of stock 
any more than it would be reduced by 
agreement to pay purchase price in in- 
stallments. If there existed at decedent’s 
death a continuing liability, susceptible 
of determination and computation, it 
should be subject of separate treatment 
by way of deduction rather than through 
diminution in value of property itself. 
Linde Est. v. Comm., T.C. Memo, Dec. 
27, 1949. 


Executors appointed in one state may 
sue government in another without pro- 
curing ancillary letters of administration. 
Decedent died resident of Connecticut, 
where executors of his estate were ap- 
pointed. Executors, who were domiciled 
in New York, filed claim for refund and, 
upon rejection by Commissioner, filed 
suit in District Court. Government 
moved to dismiss on ground that, as 
foreign executors, they lacked capacity 
to sue in New York. Motion to dismiss 
was granted. 


HELD: There is nothing to suggest 
departure from usual rule that resi- 
dence of individual plaintiffs, rather 
than situs of their estate, controls ques- 
tions of Federal jurisdiction. Therefore, 
plaintiffs chose correct venue for their 
action. Dismissal of suit for lack of 
ancillary letters was error. Kruskal v. 
United States, C.A.—2, Jan. 4, 1950. 


State Court’s decree binding as to ex- 
tent of decedent’s interest in property 
derived from husband’s estate. Upon 
decedent’s death, Commissioner included 
in her estate interest in real property 
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and 168 8/10 shares of bank stock which 
had been included in her deceased hus- 
band’s estate nine years before. Return 
of estate did not include these items, 
for reason that decedent was deemed to 
have held only a life estate therein. 
Commissioner held that two _ items 
should have been included. 


HELD: Property not includible im de- 
cedent’s estate. Upon closing of estate of 
decedent’s husband, California court 
decreed that decedent was entitled to 
life estate in residue of her husband’s 
estate. Tax Court, finding nothing in its 
examination of California statutes and 
decisions to indicate that decree of 
was in error, deter- 
that Commissioner’s conclusion 
T.C. Memo, 


California court 
mined 
was erroneous. Billings Est., 
Dec. 6, 1949. 
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Gift Tax 


Annual exclusion not applicable to 
gift of future interest. In 1944, donor 
transferred property in trust for bene- 
fit of individual who was 20 years and 
nine months of age at time. Trustee was 
given usual powers of management over 
principal and discretionary power either 
to accumulate or apply income toward 
beneficiary’s maintenance, education and 
support during minority. Income became 
payable to beneficiary without restric- 
tion upon his attaining age of 21. Prin- 
cipal of trust was distributable when 
beneficiary attained 35. Commissioner 
disallowed $3,000 exclusion on ground 
that gift was one of future interest to 
which exclusion did not apply. 


HELD: Commissioner sustained. Post- 
ponement of use, possession or enjoy- 
ment is criterion of “future interests.” 
Here trustee had discretion either to 
distribute or accumulate income, and 
hence power to postpone enjoyment by 
beneficiary. Beneficiary did not have 
absolute right to use, possession or en- 
joyment of ascertainable portion of in- 
come during minority. Fact that only 
three months remained until beneficiary 
would attain his majority was of no 
significance. Hessenbruch v. Comm., C.A. 
—3, Jan. 6, 1950. 


Transfer in return for release of 
dower rights subject to Gift Tax. Prior 
to decree of divorce, agreement as to 
property settlement was reached under 
which taxpayer was to transfer certain 
property to wife, and to create trust 
for her benefit in consideration of her 
release of dower rights. Agreement was 
confirmed by divorce decree, which re- 
cited that release of dower rights had 
been granted. Commissioner determined 
that transfers resulted in taxable gifts 
since they were made pursuant to prop- 
erty settlement, and not under compul- 
sion of a court decree. 


HELD: Commissioner sustained. 
Statute provides that transfer for less 
than adequate and full consideration in 
money or money’s worth shall be con- 
sidered gift to extent that value of 
property transferred exceeds value of 
consideration. The question here was 
whether there was adequate considera- 
tion for transfer. In “Converse” case, 
where lump sum payment made pursuant 
to divorce decree was not subject to 
gift tax, payment was subject of decree 
and became debt which would have been 
collectible out of estate. In instant case, 
decree did not command plaintiff to pay 
any money or to comply with terms of 
agreement. It merely recited compliance 
with agreement. Since there was no or- 
der creating debt against taxpayer, 
there was no consideration for transfer. 
Krause v. Yoke, D.C., No. Dist., W. Va., 
Jan. 13, 1950. 


Valuation of gift of interest in busi- 
ness based on actual value. In 1944, tax- 
payer transferred one-half of his busi- 
ness to his wife as a preliminary step 
to formation of a partnership with her. 
He filed gift tax return reporting value 
of $25,982. Commissioner determined 
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value to be $87,500, predicating this de- 
termination primarily on earnings of 
business. 


HELD: Fair market value of gift was 
as reported. Earnings of company were 
due primarily to experience, ability and 
personal qualifications of taxpayer him- 
self, and to certain exclusive sales ar- 
rangements which he maintained and 
exercised as result of his acquaintance- 


ship, and which were not assignable. 
Kelly v. Comm., T.C.: Memo, Dec. 27, 
1949. 


Special Rulings 


Exercise of limited power of appoint- 
ment taxable. Where beneficiary of trust 
is entitled to income from trust property 
for life and has power to appoint prin- 
cipal by will to anyone, exercise by such 





beneficiary of additional power to ap- 
point trust property during his lifetime 
within a limited class consisting of his 
children and their descendants results 
in a taxable gift of entire value of the 
property so appointed. E.T. 28. 1950- 
2-13274. (NOTE: This ruling confirms 
the position taken in the article by Jos- 
eph Trachtman in the September 1949 
issue. 


Taxability of bonds held by non-resi- 
dent. Jandorf, non-resident alien dece- 
dent, not engaged in business in United 
States, owned United States Treasury 
Bonds issued after March 1, 1941, and 
physically located in United States. De- 
cision that such bonds were not includ- 
ible in decedent’s estate (171) Fed. (2d) 
464) will not be followed by Bureau E.T. 
22. 1950-24-13241. 


FISCAL YEAR FOR TRUST TAXES 


EVERAL trust companies have re- 

cently adopted the practice of put- 
ting some of their trusts on a fiscal year 
basis for income tax purposes, instead 
of the usual calendar year basis. This 
has resulted in spreading the work of 
the tax department over a longer period. 
and cutting down the year-end load of 
income tax work with its attendant 
overburdening of the staff and many 
hours of overtime. One trust company 
accomplished the change-over in the 
following manner. 

A fiscal year ending September 30 
was chosen as making the least variance 
in the returns of beneficiaries for the 
initial change and permitting these re- 
turns to be completed prior to com- 
mencement of the traditional calendar 
year tax work. This placed the due date 
for the fiscal year returns at December 
1S for federal income tax purposes, and 
January 15 as the due date of the New 
York State income tax returns. This due 
date for the federal returns provided a 
convenient coincidental date for 
warding necessary tax information and 
tax advice to the beneficiaries in time 
for their January 15 declaration date. 

The change to the fiscal year was not 
advisable for a number of types of ac- 
counts. In general, the change was lim- 
ited to irrevocable inter-vivos or testa- 
mentary trusts in which all of the income 
was currently distributable to the bene- 
ficiaries. 

A schedule was prepared listing the 
names of each trust and the taxable in- 
comes collected during the prior year, 
and the dates for the remittance of in- 
come to beneficiaries. A specimen of 
Treasury Department Form 1128 was 
prepared for applying for the change. 
This specimen form as printed permitted 
the applications to be completed simply 


for- 


with the identifying name of the trust 
and the taxable net income for the last 
completed taxable year. The primary 
reason given on the application for 
change was the impossibility of pre- 
paring and furnishing to beneficiaries 
the required information prior to the 
due date of the final declaration of esti- 
mated tax, and the advantages to the 
beneficiaries, the trust company and the 
Bureau of Internal Revenue from the 
resulting longer period for preparation 
of the fiduciary returns and the neces- 
sary letters of tax information to bene- 
ficiaries. More than 60 days prior to 
the close of the proposed fiscal year the 
individual applications were forwarded 
to the Commissioner on Form 1128 as 
well as the complete schedule listing the 
summarized information. 


Promptly after filing the applica‘ions 
and well prior to the close of the pro- 
posed fiscal year,the bank received from 
the Bureau of Internal Revenue formal 
notice granting the change for each 
trust. This prompt action by the Com- 
missioner was taken without any further 
action on the part of the bank for filing 
of the formal application. A copy of 
the federal consent as to each trust was 
thereupon forwarded to the State Tax 
Commission and_ the 
mediately granted a blanket consent 
with respect to the reporiing of State 
income taxes. 


Commission im- 


No accounting change was required 
other than the simple closing of the 
income tax ledgers as of September 30, 
and the preparation of new ledger 
sheets fur the following full fiscal year. 
The change to a fiscal year made pos 
sible a change in mechanical operation 
which resulted in a further substantial 
spreading of the work. 
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RECENT FIDUCIARY DECISIONS 


AssETS — Administration — Bank 
Deposit “Payable on Death” is Tes- 
tamentary 


Nebraska—Supreme Court 
Young v. McCoy, 40 N. W. (2d) 540. 


Young had $8557.13 on deposit in the 
bank and informed cashier he wanted the 
money to go to Mrs. McCoy on his death. 
On the ledger sheet the cashier entered 
the words, “P.O.D. Mrs. Edith McCoy.” 
On Young’s death, Mrs. McCoy withdrew 


the bank balance and was sued by 
Young’s heirs. 
HELD: Added words “were clearly 


testamentary in character” and ineffec- 
tive as a will. Joint ownership bank de- 
posit statute (Sec. 8-167, R. S. 1943) 
is in derogation of common law and is 
to be applied only when the statutory 
conditions are met. The deposit was not 
made in the name of two or more persons 
as the statute requires. It was not made 
deliverable or payable to either, but on 
the contrary, it was payable only to 
Arthur E. Young during his lifetime, and 
after his death, to the defendant. The 
statute contemplates the conveyance of 
a present interest in the deposit, al- 
though the actual enjoyment thereof by 
one or more of the joint payees may be 
postponed until the death of one of the 
named payees. 


BENEFICIARY RELATIONS — Assign- 
ment of Contingent Interest in Es- 
tate Not Collateral for Loan 


Pennsylvania—-Supreme Court 
Biddle v. Biddle, 363 Pa. 426. 


Plaintiff and defendant were married 
in 1920 and two children were born of 
the marriage. The parties separated and 
were divorced in 1941. In 1931, defendant 
deposited securities inherited from her 
mother under a deed of trust with a 
trust company as trustee, reserving the 
income for life with power to appoint 
generally by will, and with remainder to 
plaintiff and their issue on default of 
appointment. She also reserved the right 
to revoke to the extent of $10,000. 


Plaintiff had an interest in his father’s 
estate contingent on his surviving his 
mother, worth between $11,000 and 
$20,000. In 1936 and 1937, plaintiff at- 
tempted to borrow $1,500 on this con- 
tingent interest from professional money 
lenders, but was unsuccessful. The trust 
officer of the trustee suggested that de- 
fendant revoke her trust to the extent 
of $1,500 and that plaintiff assign his 
contingent interest to trustee as part 
of the trust, together with $1,500 life 
insurance on plaintiff. This was done by 
absolute assignment. 
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In 1948, plaintiff filed a Bill in Equity 
against defendant to set aside the abso- 
lute assignment on the ground that it 
was merely collateral for the loan. Dur- 
ing the pendency of the action, plaintiff’s 
mother died. The lower court dismissed 
the Bill and plaintiff appealed. 


HELD: Affirmed. While parol evidence 
is admissible to establish that an abso- 
lute assignment was intended to operate 
merely as security for a debt, plaintiff 
failed to meet the burden of proof. Gross 
inadequacy of consideration alone is in- 
sufficient to set aside an absolute assign- 
ment, and there was no fraud alleged. 
The evidence is clear that there was a 
sale of plaintiff’s interest and no inten- 
tion to make a loan. It was a normal 
act of a husband and father. In raising 
and educating the children, defendant 
made many expenditures from her trust 
fund which ordinarily would be regarded 
as payable by plaintiff. 


BENEFICIARY RELATIONS — Relation- 
ship of Mother and Son Is Not 
Fiduciary One Raising Question of 
Undue Influence 


Colorado—Supreme Court 
Mehlbrandt v. Hall, Jan. 9, 1950, No. 16117. 


This is an action to set aside a deed. 
The decedent shortly before her death 
conveyed the property to herself and her 
son in joint tenancy with right of sur- 
vivorship. The action is brought by the 
decedent’s daughter, as administratrix, 
on the grounds of mental incapacity and 
the exercise of undue influence. The 
plaintiff took the position that there was 
a fiduciary relationship between the de- 
cedent and her son, and the burden of 
proving lack of undue influence was, 
therefore, on the son. 

HELD: The relationship of mother and 
son does not create a fiduciary relation- 
ship casting upon the son the burden of 
proving lack of undue influence. A mother 


may be influenced by her affection for 
and confidence in her son and her grati- 
tude to him for his devotion and service, 
but this is not an undue influence which 
will void a deed. The nature, therefore, 
of affection of a parent for a child is 
neither fraudulent nor illegal. The find- 
ings of the trial court upon lack of undue 
influence are sustained. 
CLaims — Promise to Bequeath 

Property Enforced 

Oregon—Supreme Court 
Tiggelbeck v. Russell, 213 P. (2d) 156. 


This was a suit for specific perform- 
ance of oral contract to devise and be- 
queath property to plaintiff in consider- 
ation of performance of personal ser- 
vices. Plaintiff and decedent were school 
teachers. Plaintiff boarded at decedent’s 
home from 1924 to 1942. About that time 
decedent’s cook left and plaintiff planned 
to leave to get some war work. De- 
cedent was disturbed and stated “... if 
you stay here and help me, I will leave 
you all my property. I will leave you 
everything I have.” Plaintiff stated, “I 
will stay here and help you.” 


Plaintiff and decedent had war bonds 
made out jointly and executed instru- 
ments purporting to leave all their prop- 
erty to the other, which, however, were 
not valid wills. Plaintiff stayed and did 
most of the housework until decedent’s 
death. Lower court granted specific. per- 
formance. 

HELD: Affirmed. If a contract is suf- 
ficiently precise and mutual in its terms, 
court will.enforce it. Where there has 
been an oral promise to execute mutual 
wills, and decedent did not perform, de- 
cedent breached contract. Plaintiff. per- 
formed her part of the contract. 

AA, ; : 

John H.° Freeman, ‘‘Fexas Asgal editor for 
Trusts anpD Estates, recenth, received the 
honorary degree of Doetor> of Laws from 
Baylor University. y 
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DISTRIBUTION — Devise Goes by In- 
testacy Rather Than to Residuary 
Estate 


Delaware—Court of Chancery 
Equitable Trust Co. v. Best, 70 A. (2d) 1. 


Trustee asked instructions as to how 
to distribute a remainder interest where 
the will directed distribution to A or 
“if he should die without other issue,” 
then to his children, B and C. B prede- 
ceased the settlor. 


HELD: (1) “Issue” here means chil- 
dren, thus eliminating other collateral 
descendants of A. (2) The gift to B 
lapsed both as remainderman and as 
residuary legatee. Therefore, his one-half 
share goes to the heirs and next of kin 
of the settlor by intestacy. 


GiFTs — Gift of United States Series 
D Bonds Upheld 


New York—Appellate Division, 2nd Dept. 
Matter of Nettle, N.Y.L.J., Jan. 31, 1950. 


Shortly before his death, the decedent 
made a gift to his wife of United States 
Series D Savings Bonds registered in 
his name. The Surrogate held that a valid 
gift had been made, despite the fact that 
regulations of the Federal Government 
prohibited an inter vivos gift of war 
savings bonds issued in the name of a 
purchaser as sole owner. 

HELD: The regulations prohibiting 
transfer by gift of war savings bonds 
merely limit the rights of the donee as 
against the obligor, the United States 
Government, but do not affect the rights 
of the donee as against the donor. The 
gift. was valid and can be given effect by 
a direction that the administratrix of the 
donor’s estate execute the necessary 
papers to add the name of the donee 
to the bonds as a. co-owner, or in lieu 
thereof, that the administratrix redeem 
the bonds and pay the proceeds to the 
donee. 


DISTRIBUTION — Disposition of In- 
surance, Jointly Owned Property, 
etc. Where Murder-Suicide Com- 
mitted 


Colorado—Supreme Court 
Smith v. Greenburg, Jan. 23, 1950, No. 16259. 


Charles Milford killed his wife, Ethyl, 
and his adopted daughter, Lois, and then 
committed suicide. The jury found that 
Ethyl! died first, Lois second, and Charles 
third. The administrators of the respec- 


tive parties claimed various items of 
property. 
HELD: Insurance policies. Charles 


could not take any of the proceeds of the 
insurance policies on Ethyl and Lois. 
Policies on the life of Ethyl naming 
Charles beneficiary go to Ethyl’s estate. 
Policies on the life of Lois with Charles 
and Ethyl beneficiaries go to Lois’ estate. 
Policy on the life of Lois with Ethyl 
beneficiary goes to Lois’ estate. 
Property held in tenancy in common. 
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Ethyl’s share of this property passed one- 
half to Charles, and one-half to Lois. 
Lois’ share then passed to her father, 
Charles. The statute excludes descent 
only in the case of conviction of first or 
second degree murder, and Charles not 
having been convicted of first or second 
degree murder because of his suicide is 
not disqualified from inheriting. 

Property held in joint tenancy. United 
States Saving Bonds payable to Charles 
or Ethyl go to Charles. He is not pre- 
vented from taking by reason of having 
caused the death of the other owner. 
A joint bank account goes to Charles. 
He is not barred from taking by reason 
of having caused the death of the other 
joint owner. 

Household goods. These belong to 
Charles. Personal property in the joint 
possession of husband and wife is gen- 
erally presumed to belong to the husband 
in the absence of independent evidence 
to the contrary. 


LIFE TENANT & REMAINDERMAN — 
Reserve for Depreciation of Real 
Estate Not Permitted 


New York—Surrogate’s Court, New York Co. 
Matter of Davies, N.Y.L.J., Feb. 6, 1950. 


In an accounting proceeding, the spe- 
cial guardian of infant remaindermen 
argued that the trustee was required to 
set up a reserve out of income for de- 
preciation of real estate which consti- 
tuted a part of the trust assets, relying 
on Matter of Kaplan, 195 Misc. 132, 141 
(Surr. Ct. Kings Co. 1949). 

HELD: The trustee is not required or 
permitted to maintain such a reserve. 
The Court cited Smith v. Keteltas, 62 
App. Div. 174, as the leading authority 
for its holding and stated that this rule 
had been followed for nearly half a cen- 
tury. “It is significant,” said the Court, 
“that in all that time no decision, other 
than the one relied on by the special 
guardian, has ever held that a trustee 
must deduct from income annual sums 
to offset depreciation of real property.” 


LIFE TENANT & REMAINDERMAN — 
Proceeds from Oil and Gas Royal- 
ties Belong to Principal 


Pennsylvania—Supreme Court 
Bruner Estate, 363 Pa. 552. 


Testator died a resident of Pennsyl- 
vania, leaving a will in which he be- 
queathed his estate in trust. Trustees 
were given a power of sale over real and 
personal property. Among the assets were 
two oil and gas leases covering land in 
Illinois on which no wells were drilled 
up to the date of death. The executors 
and trustees entered into agreements 
with third parties in respect to these 
leases in which the estate was to receive 
a bonus and 1/16 of all oil produced in 
the case, and in the other case, the 
estate was to receive $6,000 and 7/64 of 


the oil and gas produced. The estate re- 
ceived substantial sums under these 
agreements, all of which the lower court 
decided belonged to principal. An income 
beneficiary appealed. 


HELD: Affirmed. A life tenant is en- 
titled to royalties from an oil well drilled 
in the lifetime of testator or drilled in 
pursuance of a power granted in the 
will, but if the drilling occurred after 
the testator’s death and without a power 
in the will to operate, then the royalties 
are principal. Here, no wells had been 
opened in testator’s lifetime and no power 
to operate or lease was given in the will 
(such power not being inferred from the 
power of sale), and, therefore, the royal- 
ties must be considered as the proceeds 
of the sale of the oil in place and belong 
to principal. The law of Pennsylvania 
governs the allocation. 


PERPETUITIES — Bequest of Income 
to Grandchildren Until They 
Reached 25 Held Not to Violate 
Rule 

Massachusetts——Supreme Judicial Court 


B. M. C. Durfee Trust Co. v. 
A. S. 43, Jan. 5, 1950. 


Taylor, 1950 


The will contained the following classe: 


“I give $5,000 to the B. M. C. Durfee Trust 
Co. in trust... to pay over to my grandchil- 
dren, quarterly, the net income therefrom, until 
they become 25 years of age, at which time the 


principal, discharged of all trust, is to be di- 
vided between them. In case any of these chil- 
dren (sic) should die before becoming 25 years 
of age, without issue, then the total amount 
of this trust fund shall go to the remaining 
grandchildren. If any of these grandchildren 


” 


should marry before reaching 25 years of age 
and die leaving issue, then their proportionate 


share will go to their issue, remaining in trust 
ats 


until they become 25 years of age. If all of the 
grandchildren before reaching 25 
years of age, and leave no issue, then this trust 
fund shall be divided between Samuel J. Wixon 
and Anna O. Wixon.” 


At the death of the testator he had 
two children, Samuel and Anna. Samuel 
had two children living. Later Anna mar- 
ried and had a child, and at the time 
of the hearing Samuel’s wife was ex- 
pecting. The petition requested instruc- 
tions as to the payment of both income 
and principal, but the probate judge re- 
fused to instruct as to principal because 
the trustees had no present duties except 
as to the income, and this refusal was 
sustained by the full court. As to the 
income the question was whether after- 
born children were entitled to share with 
the two living at the testator’s death. 

HELD: The testator intended to in- 
clude all grandchildren and not merely 
the two whom he knew. Except for the 
use of the word “between” in the first 
sentence the language of the will re- 
ferred to all grandchildren and the word 
“between” must be treated as equivalent 
to among. 

Accordingly, the grandchildren living 
at the testator’s death took vested in- 
terests in the income, subject to open up 
and let in after-born children until the 
eldest child reached 25, when the class 
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would close and no more could come in. 
If any grandchild should die under 25, 
since his interest was vested, his share 
of the income would go to his legal repre- 
sentative. 


As thus construed the gift of income 
did not violate the Rule against Per- 
petuities, since all who could constitute 
the class were determined at the end of 
lives in being, i.e., Samuel and Anna, 
who counted as lives in being even though 
they took no share in the income. 


PRECATORY TRUSTS — Definiteness of 
Provision Necessary to Create 
Trust 


Arizona—Supreme Court 
Newhall v. McGill, 212 Pac. (2d) 764. 


Testatrix left a will providing, “I give, 
devise and bequeath to my sister, Sarah 
Campbell McGill, all my real and per- 
sonal property to be cared for and dis- 
posed of according to my personal direc- 
tions to her.” Plaintiffs, being heirs of 
the deceased, maintained that this lan- 
guage provides for the creation of a 
trust which failed because it was too in- 
definite and uncertain, and that, there- 
fore, the estate should go to the heirs 
at law. The lower court dismissed plain- 
tiffs’ complaint. 


HELD: Affirmed. Where later words 
in a sentence in a will go to cut down 
an absolute gift contained in the first 
part of a sentence, and are inconsistent 
with such gift, the court will, if it can, 
give effect to the absolute gift. In this 
case the words “to be cared for and dis- 
posed of according to my personal direc- 
tion to her,” were precatory in character 
and the language used does not indicate 
that the deceased intended to establish 
a trust. Therefore, the gift was abso- 
lute. 


Chief Justice LaPrade and Superior 
Court Judge J. Mercer Johnson dissented 
on the grounds that the language was 
plain and unequivocal and that a trust 
was intended, and therefore, since no 
beneficiaries were named, the trust did 
fail for uncertainty and the estate should 
be distributed to the heirs of the testa- 
trix. 


SPOUSE’s RIGHTS — Adultery after 
Consensual Separation Bars Share 
of Decedent’s Estate 


Pennsylvania—Supreme Court 
Archer Estate, 363 Pa. 534. 


Decedent died intestate, and _ his 
widow’s claim for a share in his estate 
was contested on the ground that she 
had deserted him and thus forfeited her 
rights. Decedent and claimant had been 
married in 1920 and had separated five 
months later because, according to her 
testimony, decedent had demanded that 
she have sexual relations with other men 
for hire. Both decedent and claimant 
thereafter lived in adultery with other 
people. The lower court disbelieved her 
story and held that her subsequent 
adultery converted her consensual separ- 
ation into desertion. 

HELD: Affirmed. There is nothing 
which compels the fact finding body to 
accept as verity uncontradicted testi- 
mony and the disbelief of witnesses by 
an auditing judge, approved by the court 
en bane, is conclusive in absence of proof 
of bias, prejudice, prejudgment or capri- 
cious disbelief. The subsequent adultery 
of decedent does not affect the result be- 
cause where, after a consensual separ- 
ation, both spouses enter adulterous rela- 
tionships, neither spouse may share in 
the other’s estate, irrespective of who 
was the first to transgress. 
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TAXATION — Estate & Inheritance — 
Insurance Trust Proceeds Subject 
to Loan Not Includible in Taxable 
Estate 


Pennsylvania—Supreme Court 
W.Ison Estate, 363 Pa. 546. 


Decedent executed an unfunded insur- 
ance trust, to the trustees of which the 
insurance on his life was made payable. 
He reserved the right to assign the pol- 
icies and change the beneficiaries. He had 
previously assigned the policies, along 
with other assets, as collateral for a 
loan which was unpaid at his death. The 
trust deed stated that the proceeds were 
payable to the trustees “after the claim 
of the creditor had been paid in full.” 
His estate was solvent, and by his will 
he directed the payment of his debts, and 
that the residue be paid to the trustees 
of the insurance trust. His executors paid 
off the loan and the full proceeds of the 
insurance were paid to the trustees. 


In appraising the estate for inheritance 
tax purposes, the Register of Wills al- 
lowed the loan-as a deduction but in- 
cluded the life insurance proceeds to the 
amount of the loan as part of the gross 
estate, although under 72 PS 2301, life 
insurance is exempt from tax. The trus- 
tees appealed to the lower court, which 
permitted the deduction, but excluded 
all of the life insurance proceeds from 
the gross estate. Commonwealth ap- 
pealed. 
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HELD: Affirmed. The incorporation of 
the trust in the will by reference did not 
blend the insurance proceeds with the 
assets of the estate. When decedent used 
the policies as collateral, he did not ap- 
propriate the proceeds, to the amount of 
the loan, to his estate, and thus subject 
them to inheritance tax. Even if the 
creditor had used the insurance proceeds 
to liquidate the loan, the trustees would 
have had a claim against the estate by 
subrogation. The provision for payment 
to the trustees after the payment of the 
claim of the assignee refers only to the 
situation in which the other collateral 
was insufficient to pay the debt. 


> 


WILLs — Construction — “Annuity’ 
Not Payable Out of Principal 


Arkansas—Supreme Court 


Arkansas National Bank of Hot Springs v. 
Mayer, 225 S. W. (2d) 331. 


Thelka Mayer, who died in 1921, cre- 
ated a trust and directed that the income 
be used to pay certain annuities (total- 
ling $2,400 a year) to four named nieces 
and nephews. These payments were made 
until 1932, but since that year the in- 
come has not been sufficient to pay the 
annuities in full. In 1947 the four bene- 
ficiaries brought this action against the 
trustee for an interpretation of the will. 


The chancellor construed the will to 
mean that the corpus of the trust may 
be invaded whenever the annual income 
is insufficient to pay the entire $2,400. To 
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compensate for deficient payments in the 
past the chancellor gave the beneficiaries 
judgment totaling $18,170, to be paid 
from the corpus, and directed the trustee 
to pay the full amounts in the future 
until the trust terminates either by its 
terms or by exhaustion of the trust 
estate. 

HELD: Reversed. Annuity provided 
for beneficiaries was not to be paid out of 
corpus when income was insufficient. Use 
of term annuity in a trust is an indica- 
tion that the settlor contemplated a fixed 
income to the beneficiary, but it is not 
conclusive, so that the fundamental pur- 
pose of settlor must be ascertained. Here, 
the trust provided that the trustee should 
keep the estate together, using so much 
of income as may be necessary to pro- 
vide annuities for beneficiaries, with re- 
mainder for children of the life bene- 
ficiaries, and also that care for an insane 
brother be a first charge against estate. 


WILLs — Construction — Disposition 
of Remainder on Failure to Provide 
for Contingency Which Occurred 


New York——-Surrogate’s Court, Queens Co. 
Matter of Latz, N.Y.L.J., Feb. 10, 1950. 


The testator created a trust of his en- 
tire estate for the benefit of his mother 
during her lifetime, with a broad power 
in the trustees to invade principal for 
the mother’s benefit. Paragraph Second 
provided that on the mother’s death one 
half of the remaining principal was to 
be paid to designated beneficiaries, and 
the other half to the testator’s attorney 
“to be disbursed by him to the person 
or persons with whom my mother lives 
and who take care of her and whom she 
designates as having cared for her.” Par- 
agraph Third provided for an alternative 
disposition of the remainder in the event 
that the testator’s mother predeceased 
him, or the testator and his mother died 
by common accident, or at the same time. 
The mother survived the testator, but no 
one qualified for the gift of one half of 
the remainder quoted above. 


HELD: The entire residue is to be 
distributed as provided in Paragraph 
Third of the will. The testator provided 


for the contingency that his mother 
would predecease him, which contingency 
did not occur. No provision was made for 
the contingency that no one would be 
entitled to the one half of the remainder 
bequeathed in Paragraph Second. The 
implication is clear that the testator in- 
tended the persons described in para- 
graph Third to take the entire residue 
if no one qualified for the half of the 
remainder under Paragraph Second. The 
Court stressed the presumption against 
intestacy and pointed out that the will 
purported to dispose of all of the testa- 
tor’s assets. 


WILLs — Construction — Gift to 
Members of Class Held Vested, 
With Time of Payment only Post- 
poned 


Massachusetts—Supreme Judicial Court 
Boyd v. Bartlett, 1950 A. S. 49; Jan. 5, 1950. 


A testatrix who died in 1937 created a 
trust for the benefit of her husband, Ed- 
ward Lovering. After his death the fol- 
lowing clause became effective: 


“One-sixth part thereof is to be held for the 
equal benefit of the children of my deceased 
niece, Rachel C. Brown, and the children of my 
nephew, Thompson Newbury, per capita and 
not per stirpes, for the period not exceeding 
twenty-one years after the decease of the said 
Edward Lovering, the net income thereof to be 
paid over in equal shares to the said children 
or to some proper person for their use and 
benefit until they shall respectively reach the 
age of twenty-five years when the principal 
sum of the share of the child reaching that age 
shall be paid over to him or her. Provided, how- 
ever, that if at the end of the period of twenty- 
one years above limited all of such children 
shall not have reached the age of twenty-five 
years, the principal sums shall at that time 
vest and be paid over to the children then living 
and entitled thereto or to the issue of any de- 
ceased child by right of representation.” 


The husband died in 1941. Both Rachel 
and Thompson were dead. Rachel’s three 
children were living and aH were over 
25. Their respective shares (1/5 each) 
were paid to them. Thompson had two 
children, Thompson, Jr., and Sylvia, both 
minors. The income of their shares was 
paid to their guardians. In 1948 Thomp- 
son, Jr. died under 25 and without issue. 
The trustee petitioned for instructions as 
to his share. 
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her HELD: The share went to the admin- HELD: Where it can be established 
ney istrator of Thompson, Jr. The testatrix that a will was executed in duplicate 
for regarded the different shares as separate and a retained copy destroyed by the 
be trusts for each child and they were vest- testator, with intent to revoke, such 
der ed interests. The first sentence in the revocation will be considered effective, 
The quoted clause was apt for the creation regardless of where the will was kept. 
in- | of vested rather than contingent inter- Where, however, a will is properly exe- 
ira- | ests, and the word vest in the latter cuted and it is alleged that a duplicate 
due | part of the clause was not used in atech- was also executed and subsequently de- 
the | nical sense, but rather in the sense of stroyed, the burden of proof to establish 
The | vesting in possession and enjoyment. The such duplicate execution and destruction 
inst | testatrix used no words of survivorship to falls to the contestant. This burden was 
will | provide for any cross remainders in the not met by the widow in the instant case. 
sta- | class. 
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ted, s 7 = oa oo ei Pennsylvania—Supreme Court 
: andberg v. Heirs, Devisees, Legatees, Etc., A 
ost- 40 N. W. (2d) 411. DeMaio Will, 363 Pa. 559. 
This was an action to construe a will. HELD: Proof that a testator was ad- 
Subject to a life estate in his mother, the dicted to excessive drinking does not 


son was devised the rents and profits establish lack of testamentary capacity, 
oda | from a farm, with the wish that it not be if it appears that he was not under the 
Ed- | encumbered or sold. “At his death it is influence of liquor at the time of the 
fol- | my expressed wish that the real estate be execution of the will. 

distributed to his heirs.” 


_ HELD: Rule in Shelley’s case operated WiLLs — Probate — Statement by 


eased | to give son the fee, regardless of testa- Will Contestant Required Response 
fmy | tor’s intention. Prohibition against en- 

and : ei A Oregon—Supreme Court 
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In this suit challenging validity of a 
purported will on the ground of mental 
incompetence and undue influence, a wit- 
ness for contestant testified that de- 
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dren | WILLS — Probate — Destruction of proponents, that “They wouldn’t let me 


— Duplicate Copy of Will — Burden rest ’til I signed those papers.” Trial 
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actment of the Uniform Property Act. 
tage | Chapter 76, Article 1, R. S. N. 1943.) 


time 

living of Proof court, on motion of proponent, dismissed 

al New Jersey—Superior Court suit with prejudice at conclusion of con- 
hel In re D’ Agostino’s Will, 70 A. (2d) 90. testant’s evidence. 
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Decedent died in 1948, leaving a will HELD: Revised. Ordinarily a declar- 
executed by him twenty years before. In ation of decedent not made as part of 
ach) objecting to the probate of this will, de- the “res gestae” is not itself substantive 
two cedent’s widow alleged that a duplicate evidence of truth of matter stated and is 
both | COPY of the instrument had been de- not admissible to show undue influence. 
stroyed and revoked by him after their Statement of decedent quoted above, 


was “ 

omp- marriage in 1942. Her testimony at the made in presence of those charged with 
et trial, however, failed to substantiate her undue influence, when admitted without 
roy statements either as to the execution of objection, had probative value and called 


the duplicate copy of the will, or revoca- for an explanation or denial. If no ex- 
tion, animo revocandi. planation or denial, the statement war- 
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rants an inference of acquiescence by 
proponents. Suit should be remanded to 
permit proponents to put in their evi- 
dence. 


WILLs — Probate — Undue Influ- 
ence Must Be Established 


Washington—Supreme Court 
Estate of Soderstran, 135 Wash. Dec. 416. 


The testator executed a will December 
22, 1947, leaving his property to F. M. 
Cornell, who had resided in one unit of 
an apartment house owned by the testa- 
tor and had assisted the testator with 
his business affairs. The testator died 
in July, 1948, at the age of 92 years, His 
nearest relatives were nephew and nieces 
residing in the eastern part of the 
United States and in Finland. It did not 
appear that he had ever seen them, the 
only contact being by occasional Christ- 
mas cards and letters. The nieces and 
nephews contested the will on the grounds 
that the testator lacked testamentary 
capacity and that the will resulted from 
undue influence of F. M. Cornell and 
others. The trial court found that the 
testator had testamentary capacity, but 
that the will was void because of undue 
influence. 


HELD: Reversed. There was no direct 
evidence of any influence by Mr. Cornell 
over the testator or by anyone else who 
sought to induce the testator to make a 
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will in Mr. Cornell’s favor. The re- 
spondents, disregarding the strong pre- 
sumption in favor of a lawfully executed 
will, argued that the evidence introduced 
raised a presumption of undue influence, 
that the purely negative evidence of the 
appellant was insufficient to defeat the 
presumption, and that frequently undue 
influence may be established only by cir- 
cumstantial evidence. While this may be 
true, it is equally true that in such cases 
it may be difficult for one seeking to up- 
hold the will to establish by affirmative 
evidence the negative proposition that 
no undue influence was exerted. In order 
to justify a judicial holding that a will 
is void as having been unduly influenced, 
the evidence of undue influence must be 
clear, cogent and convincing. 
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LEGISLATION 


MASSACHUSETTS 


H.B. 1320: Authorizes guardians to in- 
vest up to $150 in shares of savings and 
loan associations for ultimate burial ex- 
penses. 


MISSISSIPPI 


S.B. 73: Extends to widowers as well 
as widows the freedom of exempt prop- 
erty from partition or sale for partition 
during period it is occupied or used by 
widower, unless he consents. 


MISSOURI 


Ch. 364: Provides for payment to B 
where deposit is made by A in trust for 
B, and A dies. 

Ch. 456: Provides for removal of trus- 
tee and appointment of successor on ap- 
plication of beneficiary to circuit court 
where trustee dies, is insane, moves from 
state, neglects duties or is disabled. 


Ch. 457: Eliminates provision permit- 
ting minor married to an adult to join 
with latter in executing any instrument 
affecting real estate of the spouse. 

Ch. 458: Dispenses with requirement 
that guardian be resident of state; em- 
powers court to authorize guardian to 
pay mortgage out of estate of insane 
ward. 

Ch. 463: Prohibits sale of land for 
claims against estate, where no admin- 
istration is had, after ten years from 
date of death, except as to secured re- 
corded claims. 

Ch. 464: Provides for payment into 
county treasury of claims allowed against 
estate where creditor does not claim same 
or is not found within one year after 
order of payment; one year thereafter, 
such funds are to be paid to state treas- 
ury. 
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Ch. 3: Authorizes public administrators 
within City of New York to take pos- 
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session of and preserve real property 
where distributees or devisees are unable 
to do so. 


Ch. 4: Authorizes Surrogate to make 
allowances for expenses and counsel fees 
in proceeding for sale of real property 
by guardian, similar to permission in 
case of executors and administrators. 

Ch. 5: Eliminates requirement that in 
every case where Surrogate has made 
a reference to an official referee to hear 
and determine the issues, a transcript of 
the testimony must be filed with the 
referee’s report. 

Ch. 7: Again extends date for effec- 
tiveness of 1946 act amending tax treat- 
ment of powers of appointment, this time 
to May 1, 1951. 

Ch. 42: Changes test for determining 
whether publication of citation is to be 
in one or more papers, from size of entire 
estate to aggregate value of interests of 
persons to be served by publication. 
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Profits Tax Council of the Bureau of 
Internal Revenue in 1946, was Federal 
tax editor for TRUSTS AND ESTATES, has j 
resigned to return to the private practice 
of law. Mr. Evans, a member of the New 
York and Federal Bars and Certified 
Public Accountant of New York and New 
Jersey, has established his office at 46 
Cedar Street, New York, where he will 
specialize in Federal and State tax mat- 
ters. 
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Heads Legislation Tax 
Committee 






Samuel S. Saiber, who is associated 
with Samuel J. Foosaner, Federal tax 
editor for TRUSTS AND ESTATES, has been 
appointed Chairman of the Committee on 
Taxation of the New Jersey Assembly. 
Mr. Saiber, who has been specializing in 
life insurance, estate and federal tax 
matters in his association with Mr. 
Foosaner for a number of years, was 
elected to the Legislature in November. 
He is also a member of the Steering Com- 
mittee and the Committee on Tax Re- 
vision. 
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Make Us Your Branch 


In The Philadelphia Banking Area 
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Three buildings house 
Girard Trust facilities 
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The facilities of Girard Trust Company are patterned to fit 
the trust and banking needs of the Philadelphia Area. ‘This 
means that there are definite advantages to you in turning 
to Girard for help and representation in matters of trusts 
and estates within the Philadelphia banking area. We offer 
complete banking and trust services that reflect more than 
a century of experience. 





ented | 











Girard Trust Company 


BROAD AND CHESTNUT STREETS, 


Member Federal! Deposit Insurance Corporation 








PHILADELPHIA 


---CAN SIMPLIFY YOUR WORK 


The Connecticut General Life Underwriter, 
because of his experience in estate plans, business insurance, 
pension trusts and other types of pension plans, can give the Trust 


Officer and Attorney particularly valuable assistance. 


In addition to his own training and knowledge, he has available 
the broad facilities of the Connecticut General and its Advisory 


Bureau. 


This combination can simplify many working problems and will 


produce many answers to the needs of clients in these fields. 


If the card says Connecticut General Life Insurance Company, you 
will meet a man whose knowledge can be put to work profitably 


for your clients and for you. 


CONNECTICUT 
G Ell id R AL BETTER SERVICE 


LIFE INSURANCE COMPANY peanpicctecruogycpese: tar od 


HARTFORD, CONNECTICUT SURANCE. HEALTH INSURANCE 


ANDO ANNUITIES ALL FORMS OF 
@ROUP INSURANCE AND GROUP 
ANNUITIES PENSION TRUSTS 
SALARY ALLOTMENT INSURANCE 





